REG. U. B. PAT. OFF. 


Wages and National Prosperity 


MATTHEW WOLL 


Why These Trade Depressions? 


J. B. ALEXANDER 


Bond Prices Should Tend Upward 


ROBERT S. BYFIELD 


Banking — Business or Profession? 
ALFRED C. MIDDLEBROOK 


Is a National Banking Policy Possible? 


W. C. SCHLUTER 
FOR TABLE OF CONTENTS SEE PAGE ID 


Published by 


THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST¥., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 71 MURRAY ST., NEW YORK, U.S. A. 

London: Effingham Wilson, 16 Copthall Ave., E. C. 2 
50 Cents a Copy 





Wall Street, Corner of Broad 
NEW YORK 


DREXEL & CO., PHILADELPHI 


Fifteenth and Walnut Streets 


MORGAN GRENFELL & CO., LONDON 


23 Great Winchester Street 


MORGAN & CE, PARIS 


14 Place Vendome 


Securities bought and sold on commission 
Foreign Exchange, Commercial Credits 
Cable Transfers 
Circular Letters for Travelers, available in all parts of the world 





The New York Trust Company 


Capital, Surplus and Undivided 
Profits . . . $48,000,000 


Domestic and Foreign Banking Facilities 


Corporate and Personal Trusts 


100 Broadway 
57th Street and Fifth Avenue 40th Street and Madison Avenue 








ESTABLISHED 1846 


THE BANKERS MAGAZINE 


Published Monthly by 
THE BANKERS PUBLISHING COMPANY 


PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 71-73 MURRAY ST., NEW YORK, N. Y. 
Cable Address : ‘‘ Bankmag,’’ New York 
ELMER H. YOUNGMAN KEITH F. WARREN RICHARD F. DURHAM 
Editor Publisher Managing Editor 
Subscription price $5.00 a year; 50c. per copy. Foreign Postage, $1.10 per year. Canadian Postage, soc. per year. 


Entered as second-class matter at the post office at Boston, Mass., under the Act of March 3, 1879. 
Copyright 1931 by The Bankers Publishing Company. 


VOLUME CXXII MARCH, 1931 


Contents 


GREATER INDEPENDENCE FOR THE FEDERAL RESERVE 
UnirorM COMMERCIAL BANKING 

PUTTING THE BLAME WHERE IT BELONGS 

“THe SHORTAGE IN THE SUPPLY OF MONEY” 

MisLEADING BANK TITLES 

A PossiBLE SOLUTION OF THE BRANCH BANKING PROBLEM 
THE SIN OF SAVING 

§taTE BANKING PROPOSED 


My IpEAL BANKER 
By J. M. Couse 


WacEs AND NATIONAL PROSPERITY 
By Matthew Woll 


Wuy THESE TRADE DEPRESSIONS? 
By J. B. Alexander 


Is A NATIONAL BANKING Po.icy PossIBLE? 
By W. C. Schluter .. 


BANKING—BUSINEssS OR PROFESSION? 
By Arthur M. Lamport 


A Close CorPorATION PROBLEM 
By L. A. Timmerman 


(Contents continued on page vi!) 





THE BANKERS MAGAZINE 


If You Need Specialized 
Fiduciary Experience 
In Massachusetts 


Incorporated 1874 


Settling Estates and managing property in Trust, 
either real or personal, has been our principal 
and specialized business for many years. We 
have settled hundreds of Estates, many of them 
large and complicated, and are now managing 
more than $200,000,000 in Trust funds. 


Practically every type of Estate and Trust prob- 
lem that may arise has been met and solved by 
this company in the many years of its experience. 


— , 
| spe an 


ASSO 


Individuals and corporations who require the 
services of an institution of this kind are cor- 
dially invited to correspond with the President 
or other officers of this Company. 


Charles E. Rogerson, President 
We a.so act as Corporate Trus- 
BOSTON SAFE DEPOSIT [meee 
: and as Agent in the disburse- 
ment of dividends. This service 


AND TRUST COMPANY [222iewthrs 


our equipment to handle it is 


100 Fran KLIN STREET complete. 


Ct Arcn and Devonsnire Streets 


M LIMITED. Nk 


ONE HUNDRED YEARS 


London Office: 9 Manchester 
68, LOMBARD ST., SF District Office: 
LONDON, E.C.3. s 43, SPRING GARDENS, 


Head Office: 7, WATER STREET, LIVERPOOL. 


Capital Paid Up and Reserves... $38,889,950 
Deposits, etc., at 31st Dec., 1930 . .'. $392,813,015 


i 
The Bank has over 570 offices, and Agents in 
all the principal towns at home and abroad. 


All descriptions of Banking, Trustee and Foreign Exchange 
Business transacted. The Bank is prepared to act as 
Registrar for Public and Corporate Bodies. 





THE BANKERS MAGAZINE 
[Continued from page mI] 


Tue Fixep Trust TAKES THE STAGE 
By Alfred C. Middlebrook 


PENNY SCALES FOR THRIFT 
By Wanda Moore 


Banks, BONDS AND BONUS 
By Paul Willard Garrett 


4 


BonD PRICES SHOULD TEND Upwarp 
By Robert S. Byfield 


PROBLEMS IN BANK CREDIT 
By M. E. Robertson 


BANKING AND COMMERCIAL LAW 
By John Edson Brady 


FRENCH AND BRITISH MONEY MARKETS 
By Benjamin M. Anderson, Jr. 


THE FINANCIAL SITUATION ABROAD 
CurRRENT CONDITIONS IN CANADA 


INTERNATIONAL BANKING NOTES 


ADVERTISING THE SMALL BANK 
By Alfred C. Greene 


How Banks ARE ADVERTISING 
Martins BANK EreEcTs New LONDON HEADQUARTERS 
Wuat THEY Say 


Cominc BANKERS’ CONVENTIONS 


New Heap OFFICE BUILDING OF THE CANADIAN BANK OF COMMERCE, 
WO, SE oS acs, ee ok ees Oe SS Ge oe Se 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial Arts 
Index and the Internaticnal Index to Periodicals. For further references on the above subjects consult 
The Bankers Magazine semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 





THE BANKERS MAGAZINE 


[_— YEARS on its 
second century of service to 


America’s business. 


ESTABLISHED 1812 


She BANK AMERICA 


NATIONAL ASSOCIATION 
NEW YORK 
CAPITAL FUNDS OVER 75 MILLION DOLLARS 











A Book that points the way to 
greater profits... 





«~  The-Service Charge on 


Sent on 


Approval Demand Deposits 





By W. GORDON JONES 


banker THs book is a complete treatise on the growing 

; banking practice of imposing a monthly service 

Price charge on demand deposits that do not measure up to 

$2.50 a certain standard of profitableness to the bank. It 

tells how to determine which accounts are unprofitable 

Oe and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


71 Murray Street, New York, N. Y. 











The Publisher’s Page 


N paGE 301 MatrHew Wot, vice-president of the 

American Federation of Labor, offers labor’s solution 

of the problem of business depression. ‘Mass con- 

sumption,” he writes, “must be enabled to keep pace 
with mass production; the purchasing power of the masses must 
be advanced in direct and equal proportion to the economies of 
labor made possible by improvements in industrial processes and 
the organization of industry. ... A steady and ceaseless increase 
of real wages, that is, in the purchasing power of wages, is the chief 
factor in any program that aims at a steady advance of mass 
consumption in proportion to the advancing economies of mass 
production.” 


Is rr PossiBLE for the more than 23,000 banks of this country to 
co-operate on a national banking policy in the interest of business, 
social and economic welfare? Such an achievement is possible in 
Kurope, with its highly integrated banking and financial system, 
but in this country, with its many independent banking units, it 
presents serious difficulties. In an article which appears on page 
312, Dr. W. C. ScHiuter, professor of finance at the University 
of Pennsylvania, offers a suggestion for the American Bankers 
Association which he believes would be an effective solution of this 
problem. 


Most READERS ARE familiar with the small cards issued by certain 
weighing machines on which you find your weight and your fortune 
—all for a penny. How banks might adapt these to the securing 
of new savings accounts is described in “Penny Scales for Thrift” 
by Wanpa Moore, which appears on page 331. 


“DURING THE LAST decade, hectic economic teachings have trans- 
formed the psychology of the people to view bankers as shrewd, 
high-powered business men rather than honorable professional men 
whose past records and training best fitted them as repositories 
of a trust’—thus writes ArrHur M. Lamport in an article 


{Continued on page xIv] 
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headed ““Banking—Business or Profession?” which appears on page 
317. The author believes that if bankers would stick to banking 
and would recognize the fiduciary nature of their relations with the 
public, a long step would be taken in the direction of the elimina- 
tion of bank failures. 


IN AN ARTICLE headed “Why These Trade Depressions?’ which 
begins on page 307, J. B. ALEXANDER discusses ten common 
explanations for the present slump in business. “If through the 
control of credit by central banks prices could be stabilized,” he 
writes, “depressions would be robbed of some of their worst 
terrors.” He advocates close international co-operation between 
central banks to this end. 


















WHEN ONE OF THE principal stockholders in a close corporation 
dies, his survivors are faced with a serious problem. They will 
naturally want to take over the stock of their dead associate, as 
the holding of this interest by an outsider must prove embarrassing 
to the surviving stockholders of the company. On the other hand 
it might be very difficult to raise the funds to purchase this stock 
at that particular time. The solution is a combination of life insur- 
ance and trust service. L. A. TrmMERMAN contributes the first of 
a series of articles on this subject, beginning on page 320. 






















WHAT OF FUTURE bond prices? This is a question of utmost 
importance to all bankers. By an analysis of the factors of supply 
and demand, Rosert S. ByFrrELp shows that the banker may buy 
long-term bonds with safety, in an article headed “Bond Prices 
Should Tend Upward,” which begins on page 341. “The expe- 
rience of banks with portfolios of long-term bonds has,” he says, 
“in the last few years not been a happy one in many cases, but it 
should be remembered that to consider only the immediate back- 
ground is dangerous in formulating any policy of investment. 
It is assumed that the secondary reserve requirements of banks 
will be met by the judicious selection of properly rotated short-term 
maturities, as well as other recognized secondary reserve assets. 
Nevertheless, the far-sighted banker is charged with the responsi- 
bility of taking every possible advantage of the long-term trend 


of bond prices in the construction and management of his invest- 
ment account.” 
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Editorial Comment 
GREATER INDEPENDENCE FOR THE FEDERAL RESERVE 


the well-known banker and former 

Governor of the Federal Reserve 
Board, a greater degree of independence 
for the Federal Reserve was declared to 
be desirable. Mr. Warburg no doubt 
intended to convey the idea that the 
system is now too much under the dom- 
ination of the Government. How this 
control is exercised is well known. That 
it is not merely undesirable but posi- 
tively harmful would seem to follow as 
a corollary of the principle that banking 
functions are essentially different from 
those of the Government and should 
therefore be removed, as far as possible, 
from political interference. 

Assuming this freedom to be desirable, 
one cannot escape the conclusion that 
it will never be attained while the Re- 
serve System is controlled by a board 
composed of political appointees and 
domiciled at Washington. However con- 
scientious individual members of the 
Federal Reserve Board may be, they can- 
not forget that they are appointees of 
the President of the United States, nor 
can they fail to be influenced in their 
deliberations by their proximity to the 
Treasury and to Congress. 

If a supervisory board of some sort is 
essential to the efficient functioning of 
the Federal Reserve System, it might 
well be composed of bankers and busi- 
ness men selected from the boards of the 
respective Federal Reserve banks. This 
board might meet alternately at Chicago, 
New York or elsewhere—anywhere but 
at Washington. 

This change would place direction of 
banking where it belongs—in the hands 
of bankers and other men of business, 
and would remove such direction from 
political control. Public authority over 


[: a recent address by Paul Warburg, 


the Federal Reserve banks would still be 
sufficient to protect the people’s interests, 
for these institutions are established and 
operated under the laws of Congress. 
The whole Federal Reserve System 
would function more economically and 
quite as efficiently by a reduction of the 
number of banks from twelve to half 
that number or less. And the New 


York bank, operating as a matter of 
necessity as a central bank, should be 
specially equipped to discharge that im: 
portant function. 

It is hopeless to expect that any of 
these suggestions will receive the slightest 


attention in the immediate future. But 
they may be kept in mind should there 
ever be any disposition shown in Con- 


gress intelligently to legislate on banking 
matters. 


UNIFORM COMMERCIAL 
BANKING 


r | SHAT this country should have a 
uniform system of commercial 
banking, under Federal law, leav- 

ing to the state banks only their trust 

and savings functions, was proposed by 

Owen D. Young in recent hearings be- 

fore the Senate Committee on Banking 

and Currency. This proposal represents 

a belief in many minds that such a uni- 

form system of commercial banking 

would afford greater security to deposi- 
tors than is now possible with our vari- 
ety of banking systems. Such was, un- 
doubtedly, what Mr. Young had in 
mind in offering his suggestion. In the 
face of so many bank suspensions of late, 
with the accompanying loss to deposi- 
tors and the consequent distress thus 
caused, no one can reasonably deny that 
this greater security to bank depositors 
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is highly desirable, and that it should in 
some way be attained if at all possible. 
Whether this laudable purpose can be 
achieved by making all commercial banks 
national institutions is extremely doubt- 
ful. 

In the first place, the power of Con- 
gress to prohibit commercial banking by 
the states is problematical. By some it 
is contended that this could be done on 
the theory that commercial banking is a 
part of commerce between the states, 
which Congress has the power to regu- 
late. If this view should prevail, its 
application in other directions might be 
expected. For example, the sale of securi- 
ties might be considered as an instru- 
mentality of inter-state commerce, and 
therefore something with which the 
states could not interfere, as they are 
now doing. 

But even if there were no insur- 
mountable constitutional obstacle to plac- 
ing all commercial banks under Federal 
charters, the attempt thus to limit bank- 
ing in this country would meet with 
violent opposition from the numerous 
and powerful state banks now doing 
business. Some of the largest of these 
banks were formerly in the national 
system, but have left it for reasons that 
seemed sufficient. Besides, the states are 
still jealous enough of their powers as 
to make them exceedingly reluctant to 
surrender control of such an important 
business as commercial banking to Fed- 
eral institutions exclusively. 

Perhaps the Commissioners on Uni- 
form State Laws might, in time, secure 
a greater uniformity of banking laws, 
which would measurably achieve that 
safer conduct of commercial banking 
which Mr. Young and all others who 
have carefully studied the problem so 
much desire. 

The tendency of the states to sur- 
render their powers more and more to 
the Federal Government — to pass re- 
sponsibility from their own shoulders on 
to Washington—has been much de- 
plored. Should the states surrender their 
control over commercial banking, it 
would mark an immense advance in this 
tendency, and would also be a confession 


of weakness or indifference on the part 
of the states respecting a matter of vital 
concern to their people. 

Mr. Young’s objective —the greater 
safety of commercial banking—is entirely 
praiseworthy; his means of achieving it 
wholly impracticable. 

There exists at present no hindrance 
to any state having a sound system of 


banking, so far as it may be had by legal 
regulation 


PUTTING THE BLAME WHERE 
IT BELONGS 


ANY explanations have been 
M given to account for the world 

depression in industry and 
trade. These explanations have become 
too familiar to require repetition. But 
the factor chiefly responsible for our 
troubles has not received the attention 
its importance deserves. Too often it 
has been ignored altogether. It is, there- 
fore, gratifying to note that one of the 
country’s leading bankers has given it 
proper consideration. In an address by 
Melvin A. Traylor, president of the First 
National Bank of Chicago, this state- 
ment appears: 


“Poor old Mars, the God of War, 
has had many charges laid at his door 
since July, 1914—-no more, however, 
than are his just due. So we may as 
well start our inquiry at that period, 
because, in my opinion, the anti-climax 
of the fall of 1929 and the distress of 
today had their inception at that time. 
For then it was that the world started on 
a career of spending more than its in- 
come.” 


From this beginning Mr. Traylor ac 
curately traced the recent course of eco- 
nomic history, and concluded his review 
of the situation with these hopeful 
words: 


“Out of the stress and difficulty of 
the situation I believe gradually we shall 
return to simpler thinking and simpler 
living. For it seems to me that what we 
want above everything else is to abandon 
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the struggle to keep up with the Joneses, 
and to rediscover the true purpose of 
life, which is the joy to be found in the 
simple virtues of industry, thrift and 
sane living. I believe in our people, in 
our country and in the God who directs 
our destinies; and I welcome the future 
with confidence and unshaken faith.” 


If, in addition to the terrible loss of 
life caused by war, it is to be followed, 
years after, by an economic depression 
such as we are now witnessing, surely 
no practicable means of avoiding war 
should be ignored. As to efforts in this 
direction Mr. Traylor was not unduly 
hopeful. He merely made this observa- 
tion: 


“I am not an advocate of war as a 
means of improving the social and polit- 
ical status of the race. I prefer to 
accept the facts of history as they are, 
and to hope that out of their experience 
we may make it less and less necessary 
(if it ever was) or impossible, if we can, 
to resort to such drastic methods for our 
progress in the future.” 


Perhaps the only real hope for a less 
frequent resort to war lies in an under- 
standing of its futility. This is a proc- 
ess of education. The situation in which 
the world now finds itself as the result 
of war is far from being deficient in 
instructive lessons. 


“THE SHORTAGE IN THE SUPPLY 
OF MONEY” 


NDER the above title Professor 
| | Gustav Cassel presents a vigor- 

ous statement of his well-known 
views in a recent quarterly publication 
issued by the Skandinaviska Kreditaktie- 
bolaget of Stockholm. He thus sum- 
marily disposes of the theory of 
Overproduction as the cause of the 
present slump in prices: 


“It is a very widespread notion that 
the recent fall of prices was not due to 
any particular shortage in the supply of 
monev, but to an unduly abundant pro- 


duction of goods. In fact people actually 
contend that the production of goods 
during the years preceding the crisis had, 
absolutely speaking, proceeded far too 
rapidly and that a set-back was inevi- 
table. There is no foundation for such 
fatalistic views. They are merely a fal- 
lacious generalization of private economic 
reflections on the results of the produc- 
tion of some special commodity being 
increased too rapidly. To transfer such 
reflections to the economy of the world 
is unwarrantable. If human _ require- 
ments of various kinds are only provided 
for in proper proportion, a too rapid 
development of the world economy as 
a whole is impossible, and a law laid 
down by the inscrutable dispensation of 
Providence that a rapid development 
must be followed by a reaction does not 
exist at all. The world must, therefore, 
always strive to attain the greatest de- 
velopment that its productive forces will 
allow. All well-meaning advice to the 
effect that in good times people ought 
to subject themselves to voluntary re- 
strictions in regard to the pace of the 
total progress may, therefore, be quietly 
set aside. All that is required is that 
producers in each particular branch shall 
take care not to produce more than what 
corresponds to the increased demand 
which can be reasonably expected for 
their branch.” 


Here, according to the distinguished 
Swedish economist, is the real source of 


the difficulty: 


“But what is happening at present is 
that the world possesses all the essentials 
for rapid economic progress, but that its 
supply of money is unable to cope with 
this development. The result is that the 
prices of commodities are bound to sink. 
The fault obviously lies with the inade- 
quate supply of money and not with the 
rapid economic development. It is un- 
reasonable to put a brake on'the progress 
of the entire world economy simply be- 
cause we cannot produce a corresponding 
supply of money. As a matter of fact 
there is not the slightest doubt that, even 
if the gold standard is retained, the sup- 
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ply of money could be increased so as 
to cover requirements, at any rate for a 
considerable time ahead. When this is 
not being done, some error is being com- 
mitted, and this error is entirely to blame 
for the fall of prices which is setting in, 
and for the restrictions of the production 
of goods which inevitably follows a fall 
of prices. Let us hear no more talk about 
overproduction being a ‘contributing 
factor, which has a share in this un- 
happy state of things. So long as there 
exists any possibility of controlling the 
other factor, namely the supply of 
money, the whole responsibility for a 
shortage in this supply lies solely there. 
All that is now being written to the con- 
trary in different parts of the world 
merely serves to obscure the real issue, 
and tends to postpone to a hopelessly 
remote future the time when the world 


supply of money can be placed under 
rational regulation.” 


Present evidence of a deficiency in the 
supply of money is not convincing. Is 
it to be found in the 2 per cent. redis- 
count rate at Paris and New York, or 
in the lowered rates at London and 
Stockholm? At the time speculation was 
raging on this side of the Atlantic the 
high rate for call money might more 
reasonably have been taken as an indica- 
tion of a deficiency in the supply of 
money, although such an_ inference 
would have been unwarranted, for there 
was plenty of unused credit; and even 
at the highest point of the speculative 
craze ordinary business demands did not 
suffer because of a shortage of money. 

Professor Cassel makes one statement 
in regard to the gold holdings of central 
banks that should be carefully examined. 
He says: 


“Empirically speaking, there is no rea- 
son whatever why the gold reserves now 
held should be considered necessary. On 
the contrary, experience shows that the 
greater part of these reserves are never 
used, in any circumstances, for any mon- 
etary purpose whatever.” 


The gold reserves of the Federal Re- 
serve banks in this country are certainly 
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used as the basis of the circulation of the 
Federal Reserve notes, which is a mone- 
tary purpose. These reserves are at the 
basis of the credit structure of the mem- 
ber banks, and are thus substantially used 
to the same end. Professor Cassel must 
understand that gold in central banks is, 
in effect, put to a much greater monetary 
use than a corresponding amount of gold 
in actual circulation. 


MISLEADING BANK TITLES 
AILURE of a New York bank some 
time ago, with a title which has 
been regarded by some as mislead- 
ing, has caused fresh interest in the sub- 
ject of bank titles generally. It will be 
found, if a rule of strict construction is 
to be applied, that quite a number of 
banks have names that might be open to 
criticism. But this need not be ascribed, 
in most cases, to an intention to deceive 
the public. The name was chosen sim- 
ply because it seemed a good one. A 
person must be unskilled in the ways of 
the world, and profoundly ignorant of 
banking as conducted in this country, to 
infer that the name of a bank has any 
particular meaning in itself. 

Generally speaking, the organizers of 
banks have been free to choose whatever 
name struck their fancy. But by the 
Act of May 24, 1926, the use of the 
words Federal, United States and Reserve 
was prohibited to banks, except such as 
were entitled to employ such designa- 
tions: Federal Reserve banks, Federal 
Farm banks, etc. The word national, of 
course, even prior to the time named 
could be used only by banks formed un- 
der the National Bank Acct. 

It has been said above that little mean- 
ing attaches to a bank’s title, but to this 
there seems an exception in the minds 
of a good many people who believe that 
the word “national” in a bank’s title 
connotes a degree of responsibility on 
the part of the Government much greater 
than actually exists.. But it would be 
putting a rather fine point on the matter 
to say that the use of the word “na- 
tional” as a part of the name of a bank 
is deceptive. At any rate, such usage 
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is obligatory upon all banks formed un- 
der the National Bank Act. 

Manifestly, it would be better for 
banks, in selecting titles, to avoid the 
use of names that might tend to lead 
the public to believe the bank to be 
something other than what it really is. 
In New York the use of the word “sav- 
ings” is restricted to institutions formed 
under the Mutual Savings Bank Law of 
the state. 

There are those who believe that cer- 
tain qualities attach to human names, 
that John and Mary will be steady, while 
Claude and Gwendolin may require look- 
ing after. Were this belief well-founded, 
and did it apply to banks as well as to 
persons, a bank might select titles in- 
cluding such words as “safe,” “sound,” 
“prudent,” etc., in the hope that as the 
years went by the institution would 
acquire some of the qualities these words 
imply. 

Among the titles of banks in this 
country names of financiers have been 
used not infrequently, the best example 
being that of the Chase National Bank 
in New York, whose title commemorates 
the name of President Lincoln’s Secre- 
tary of the Treasury. Hamiltcn’s name 
has been used, as has also that of Galla- 
tin. Franklin is still a favorite, espe- 
cially with savings banks. Living men 
of great wealth are extremely reluctant 
to have their names appear in bank titles, 
though for a time there was a Carnegie 
Trust Company in New York. 


A POSSIBLE SOLUTION OF THE 
BRANCH BANKING PROBLEM 


NE objection that has been urged 
against the proposal to introduce 
nation-wide branch banking into 

this country is that it would result in a 
struggle among the larger banks of the 
country in the setting up of branches of 
their institutions. If there were only a 
few large banks this objection would not 
be a very serious one, but with so many 
banks large enough to inaugurate an ex- 
tensive system of branches this objection 
has weight. 

Another, and perhaps a more serious, 
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objection to the branch system on a 
nation-wide scale, is that the independent 
banks would be destroyed. 

Possibly, there is a method of over- 
coming both of these obstacles. 

Suppose, for example, that an organi- 
zation be formed which might be styled 
the American Branch Banking Company, 
with a capital of, say, not less than 
$10,000,000, the stock to be owned en- 
tirely by existing banks. This company 
to be permitted to establish branches only 
in the smaller towns where there was 
not sufficient capital to justify an inde- 
pendent bank. A plan of this kind would 
achieve two objects: it would enable the 
banks of the country generally to partici- 
pate in the ownership and operation of 
branches, and it would not interfere with 
the independent bank where there was 
business enough to warrant such an 
institution. Furthermore, a company 
formed specifically to conduct banking 
in rural communities might avoid some 
of the criticisms that have been raised 
against branches of the great metropoli- 
tan banks. It might specially adapt its 
methods to the communities it was de- 
signed to serve. With sufficient capital 
and proper management it could afford 
safety and some of the facilities usually 
ascribed to metropolitan banking. 

The real point in considering such a 
proposal is as to whether or not a sufh- 
cient profit could be made to justify the 
undertaking. If our great banks are to 
be allowed of themselves to establish 
either state-wide or nation-wide branches, 
they will not consent to have their activi- 
ties limited to the small towns where an 
independent bank cannot operate at a 
profit. They will wish to occupy the 
most advantageous locations. But, pos- 
sibly, a company specially organized to 
engage in rural banking might devise an 
economical system of operation that 
would be profitable. 

There is one obvious objection to a 
plan of this kind, and that is that rural 
banking, being chiefly confined to agri- 
cultural sections, would not offer the 
diversification of assets generally con- 
sidered desirable. But, on the other 
hand, it may be well to recall that so 
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long as farming was profitable the rural 
banks managed to prosper. Geographi- 
cal distribution would be achieved under 
the proposed plan. 




















THE SIN OF SAVING 
[vend the “new economic era” still 


endures in the minds of many 

persons appears from the spend- 
ing propaganda now prevalent. One 
idea now being widely proclaimed has 
it that spending is a virtue and saving 
a sin. An eminent crusader against the 
crime of saving is a British economist, 
J. M. Keynes, who waxes so indignant 
over the offense of saving that he de- 
clares that every time anyone saves five 
shillings he puts a workman out of em- 
ployment for a day. Should the British 
authorities be convinced of the correct- 
ness of this view, they will not be slow 
in apprehending the guilty savers and 
bringing them to the bar of justice. Many 
reasons have been given for the persis- 
tence in England of unemployment on a 
wide scale. It remained for Mr. Keynes 
to discover the true reason. There has 
been celebrated in that country recently 
the sale of a thousand million savings 
certificates, but if Mr. Keynes is correct 
in holding that every five shillings saved 
puts a workman out of work for a day, 
the sale of so many of these certificates, 
instead of being made a cause for cele- 
bration, should occasion humiliation and 
national mourning. For it would require 
only a brief mathematical computation 
to show that, according to Keynes, here 
is a sufficient explanation for unemploy- 
ment in the British Isles. 

But the Keynes theory is scoffed at 
by no less an economic authority than 
Sir Joseph Stamp. He points out that, 
as president of a successful insurance 
company, Mr. Keynes would hardly look 
with complacency on a refusal of policy- 
holders to save in order to pay the pre- 
miums on their policies. In a broadcast 
address, Sir Josiah Stamp went on to say: 




























































































































































































“Let them suppose that he had a friend 
who desired to build a house, and he 
explained that he would have lent his 
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friend the money to employ all the people 
concerned, but that would have been 
saving it, and Mr. Keynes said he must 
not save. He must spend it on boots and 
pianos and new hats for his wife, be 
cause by so doing he created employment 
among bootmakers, pianomakers, and 
milliners. His friend would be able to 
say at once that he was merely employ- 
ing one set of people instead of another. 
In such a direct case as this, the fact that 
he saved five shillings did not mean that 
he put people out of emp!oyment—he 
merely employed a different set.” 


Leaving Sir Josiah and Mr. Keynes 
to settle this matter between themselves, 
our own antagonists of saving will need 
attention. One of these, who described 
himself in an address as “an economist” 
—a term whose exact meaning is not 
quite clear—deplored what he said was 
the fact that our depression had brought 
forth no real remedy, but had merely 
given rise to such maxims as “work 
harder and save more,” and similar 
counsels from “Poor Richard’s Alma- 
nac.” He was for making a short cut 
back to prosperity by way of the money 
and credit route. 

The propensity to spend money prob: 
ably needs no other encouragement than 
the biological urge. Saving requires 
constant prodding. 


STATE BANKING PROPOSED 


HE inaugural address of Governor 
Charles W. Bryan of Nebraska 


contains as an alternative to the 
failure of the Legislature to re-enact the 
bank deposit guaranty law, that banks 
be established and operated by the state. 
After giving his views as to the causes 
of the poor success of the law guaran: 
teeing bank deposits, which was repealed 
last year. Governor Bryan says: 


“Public necessity demands prompt leg’ 
islative action upon this question and I 
recommend for your consideration, the 
following: 

“First: That the original bank guar- 
anty law be re-enacted, or 
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“Second: That every bank be required 
to put up securities to protect their de- 
positors similar to that required of insur- 
ance companies to protect policy holders, 


or 

“Third: If deposits cannot be secured 
through one of the above suggestions, I 
recommend that state banks be estab- 
lished and operated by the state govern- 
ment in a manner similar to the postal 
savings conducted by the national Gov- 
ernment. The state will then become 
responsible for the safety of the deposi- 
tors’ money, and can make loans to banks 
which will provide suitable security, or 
invest the people’s money in United 
States Government bonds, or state, 
county or municipal securities for the 
benefit of the depositor. 

“I feel that this question is of such 
importance and is necessary to restore 
public confidence in state banks and to 
stabilize business, that if this Legislature 
is unable to agree upon the necessary 
legislation for the purpose of protecting 
bank deposits with the power of the 


state back of it to make it good, I will 
feel it my duty to recommend and assist 
in securing such legislation through the 
initiative and referendum.” 


Had the Nebraska Governor familiar- 
ized himself with the disastrous experi- 
ences of a similar attempt of some of the 
states to engage in banking, in the earlier 
history of the country, he might have 
hesitated before making such a recom- 
mendation. 

Among members of the Labor Party 


299 


in England there has been some senti- 
ment favoring the nationalization of 
banking, but this sentiment has not orig- 
inated because of a lack of safety to de- 
positors, but for the alleged illiberality 
of the banks in making advances to aid 
industry and trade. 

But the Nebraska proposal arises from 
the frequency of bank failures of late, 
with consequent losses to depositors. 
That a demand for greater security to 
depositors is not unreasonable may be 
freely conceded, although one may not 
agree with Governor Bryan’s scheme for 
bringing this about. His proposal that 
banks be “required to put up securities 
to protect their depositors” is a case of 
prescribing to the banks a dose of their 
own medicine. They require security 
from borrowers, so why should they de- 
mur if a depositor also demands security 
for his deposit? That a bank does afford 
a general form of security by its capital 
and surplus, double liability of share- 
holders and in other ways is well under- 
stood, but Governor Bryan wants some- 
thing more. What he would have is a 
special deposit of securities, probably in 
the hands of the state, to assure the safety 
of deposits. 

Before resorting to either of these ex- 
pedients the effort to improve the stand- 
ards of bank management in Nebraska 
and elsewhere should be continued. A 
general overhauling of the banking laws 
and the appointment of more efficient 
bank examiners might assist in securing 
that greater safety to depositors desired 
by Governor Bryan and others. 





My Ideal Banker 


By J. M. Couse 
Of the Asbury Park National Bank and Trust Company, Asbury Park, N. J. 


a Methodist minister who had 

formerly been a horse trader but 
who had found his old art incompatible 
with a certain inherent fondness for 
telling the truth. 

When negotiations were on for a 
“swap,” he neither 
looked at his op- 
ponent’s horse, nor 
listened to the fer- 
vent selling talk; in- 
stead, he carefully 
watched the eyes of 
the rival trader. They 
invariably looked for 
certain faults in the 
horse he desired to 
obtain. By the simple 


Roe Meso I heard a speech by 


This 


expedient of noting 


the points scrutinized, 
and later examining 
those same points in 
the other horse, our 
friend was usually 
able to discover why 
his opponent wanted 
to “swap.” 

Not knowing how 
successful his career 
as a minister has been, I believe that, 
except for the steady displacement of 
horses by motors, considerable doubt 
exists as to the wisdom of his change 
of profession; and that if he felt that a 
change was necessary, he might reason- 
ably have anticipated greater renown 
as a banker than as a parson. 

It seems to me that the successful 
banker possesses some such keenness of 
psychology, especially if he is in a 
“country bank,” where a large per- 
centage of his problems arise in the note 
department. A background of account- 
ing is nearly essential for such a banker; 
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HAT qualities should the 
“ideal banker” 
is the question which 
William H. Kniffin, Jr., vice- 
president of the Bank of Rock- 
ville Centre Trust Company, 
Rockville Centre, N. Y., put 
to his class in banking at the 
Monmouth (N. J.) Chapter of 
the A. I. B. Each member of 
the class wrote a short thumb- 
nail sketch outlining his or her 
ideas of what a banker should 
be. Mr. Kniffin has consented 
to allow the best of these to 
be published in The Bankers 
They will appear 
once each month. 


if he is fortunate enough to have had 
previous experience in the business 
world, he will have gained a practical 
and sympathetic insight into his cus 
tomers’ problems; having worked up 
from the ranks through the various de- 
partments of his bank will have pro 
vided him with an in- 
timate knowledge of 
how its routine work 
should progress; a 
proper sense of his 
responsible position in 
his community’s life 
will force him to 
adopt an ethical and 
long-view policy for 
his institution. But 
beyond that, an in 
born ability to pene- 
trate past the surface 
of things will make 
the unusually effec 
tive banker differ 
from his average 
brother. 

He will sense fun- 
damental values that 
cannot be enumerated 
on the statement of 
the prospective borrower; he will be 
able to determine which of the young 
business men in his town he can 
and should “go along with”; he 
will know, through his correct in 
terpretation of general conditions, 
whether a program for the reduction 
of his loans and discounts is in order, 
or whether he may safely loosen up the 
credit lines. 

In short, the keen banker will be 
found to possess the same qualities 
which would insure his success in any 
other walk of life, plus the specialized 
training which his career demands. 


possess? 





Wages and National Prosperity 


Labor’s Remedy for the World-Wide Business Depression 


By MATTHEW WOLL 


Vice-President American Federation of Labor 


present causing untold suffering 

and spreading great dissatisfaction 
in our national life. These disorders are 
due to no failure on the part of either 
machinery or of labor in the production 
of commodities. Rather they are due 
to a failure in the working out of ancient 
methods and principles in the distribu- 
tion of these commodities. 

Never before has there been more 
widespread interest in employment and 
other measures related to the wage 
earners’ economic status in this depres- 
sion. Perhaps the most encouraging 
phase of this increasing interest is its 
relation, not alone to the industrial and 
social aspects involved, but to commer- 
cial problems as well—the flow of 
money income and of commodity pur- 
chasing power, and the prospects for 
recovery in the wage-earner market for 
consumers’ goods. 


G recent economic disorders are at 


I 
LABOR’S DIAGNOSIS 


ONLY IN PART is the existing unem- 
ployment due to industrial and financial 
depression. 

Because of the depression, certain ad- 
ditional millions are unemployed, or on 
part time. But millions were unem- 
ployed or under-employed for years 
before the depression through another 
and a more lasting cause—that is, the 
replacement of men through machines, 
through mergers, and through other 
rapid changes in the processes and 
organization of industry. 

Unemployment due to industrial de- 
pression began in July, 1929, months 
before the financial collapse. The dis- 


From an address made recently before the 
Republican Club in New York. 


placement of labor by machines had 
been growing steadily for years pre- 
viously to 1929, and by that time this 
form of unemployment had already de- 
prived the American home market of 
billions in purchasing power, laying the 
foundations for the present depression. 

Even during all the years of so-called 
prosperity, not only was an army of 
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Vice-president American Federation of 
Labor. 


employes forced out of their employ- 
ment without finding new positions, 
which greatly diminished purchasing 
power, but purchasing power was even 
more seriously cut down by the failure 
of industry to provide the wage-earner 
and the small salary earner with incomes 

adequate to buy the products. 
The cutting down of the purchasing 
power of industrial labor due to unem- 
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ployment alone means a loss to retail 
business of two and a half billions in a 
single year. Inadequate wages and in- 
adequate incomes of the great mass of 
salary earners and farmers account for 
an even larger additional deficit in pur- 
chasing power. 

During the last year the principle for 
which labor has contended so many 
years has at last been widely recognized. 
Since the White House conferences it 
has been generally recognized that if 
the present depression is not to get 
worse, wages must be maintained. By 
the same reasoning, if progress is to be 
resumed and if the maximum prosperity 
is to be attained, real wages must not 
merely be maintained on the previous 
inadequate and unsatisfactory level—a 
level that was mainly responsible for the 
present depression—but they will have 
to resume their advance. 

Labor’s principle has received verbal 
recognition by many of our industrial 
and political leaders. At the American 
Federation of Labor convention at 
Boston, was heard from the lips of the 
chief executive of the nation that “mass 
production must be accompanied by mass 
consumption through increased standards 
of living.” 

But this principle, that mass consump- 
tion must keep up with mass production, 
has been recognized in words only. It 
has not been applied to the present 
crisis. It was the failure of our business 
leaders, headed by the great corpora- 
tions, to increase wages in proportion 
to profits, dividends and reserves that 
made it impossible for consumption to 
keep up with production, while, at the 
same time, these same huge reserves and 
dividends and mergers attracted the 
capital of the nation and the world to 
speculation in the stocks of these corpo- 
rations, and produced the crash in Wall 
Street. As long as such excessive profits 
were being made, speculation was in- 
evitable. 

During the entire period of inflation, 
the period of so-called prosperity, divi- 
dends and surplus were increasing many 
times faster than wages. Still more 
startling and more valuable as showing 
the chief root of unemployment is the 
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fact that even today, during hard times, 
when the larger part of those fortunate 
enough to be employed are on part time, 
when the wage rate is either stagnant 
or falling, dividends have actually con- 
tinued to rise. 

Wage payments in industry in the 
first half of 1930 were below 1929 by 
$707,000,000 while dividend payments 
increased over 1929 by $350,000,000. 
Wage earners’ incomes were cut 12 per 
cent., while stockholders’ increased 28 
per cent. 

Figures for dividend payments of all 
corporations for the eleven months of 
1930 were above 1929 by $346,600,000. 
Dividends paid in 1929 (eleven months) 
amounted to $3,123,700,000 and in 
1930 to $3,470,000,000. Adding in 
terest payments to dividends, the 
figures are $7,287,600,000 for eleven 
months in 1930 as against $6,882,300, 
000 for the same period in 1929—an 
increase of $405,300,000. We estimate 
the decrease in wage payments in all 
industries in the first eleven months of 
1930 was at least $6,000,000,000. 

While millions of working men and 
women were walking the streets in 
idleness in the last eleven months, 200 
firms increased dividends over 1929: 
996 paid extra dividends; 932 paid 
stock dividends. In other words, there 
were 2129 firms paying increased divi- 
dends. 

In addition to entire unemployment 
for many men and women, wage cuts 
have been forced upon defenseless men 
and women workers in spite of the 
fact that the industrialists of this nation 
pledged the President of the United 
States that during this depression wages 
would not be cut. 

Even the corporations which have not 
reduced the wage-rates have, as a rule, 
reduced their wage-bills by unemploy- 
ment and part time, while those leading 
corporations which have reduced their 
dividends at all have not reduced them 
in proportion to economies in wage’ 
bills. 

The combined loss in purchasing 
power due to unemployment, under 
employment, wage reductions, wage 
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stagnation, ‘and disproportionately small 
wage increases is colossal and over- 
shadows all other causes of hard times 
combined. 

The Review of Economic-Statistics 
for November shows that for factory 
workers alone the wage-bill shrinkage 
from 1929 to 1930 was $270,000,000 
monthly : 


“The actual fall between the 1929 
peak and the 1930 trough amounted to 
approximately 20 per cent. for em- 
ployment, or in other words, from 
8,900,000 to 7,200,000 workers, a net 
loss of about 1,700,000. For income, 
the slump amounted to nearly 30 per 
cent., and represented a shrinkage from 
about $990,000,000 per month, at the 
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of the wage-earner, must be raised and 
hours must be shortened. Labor gains 
through increase of wages, reduction of 
cost of living or shortened hours—and 
in any case the balance of consumption 
and production tends, by that much, to 
be restored. 

Other remedies for unemployment— 
sound, important and even indispensable 
as they may be—cannot be given the 
same weight as higher wages and shorter 
hours. Above all they cannot be ac- 
cepted for the panaceas they are claimed 
to be. Stabilization plans are offered as 
a cure-all by a number of our influential 
and large business leaders, while unem- 
ployment insurance is offered in the 
same spirit by some of our radical 
reformers and admirers of the European 


“The full recognition of the joint responsibility of industry and 
Government implies that the Government must do everything 


possible to enable industry to rise to the occasion. 


For example, 


it would have to repeal or modify our antiquated anti-trust laws 


and enable industries to readjust themselves and venture into 
collective undertaking now frowned on by the Government, and 
without subjecting them to undue regulation other than such as is 
necessary to protect labor and the public.” 


1929 peak to $720,000,000 per month 
at the low point of 1930.” 


Nor was this merely a slump from an 
abnormally high peak reached in 1929, 
for this article shows that “the volume 
of real buying power for factory wage- 
earners (which shrank only 24 per cent. 
from 1929 to 1930) has shrunk by 
about thirty points in terms of the base 
1919-1922.” 

Nor were our factory industries going 
backward during this period. On the 
contrary, their total product was in- 
creasing, often nearly 100 per cent., and 
the per capita productivity of labor 
Was increasing at a similar ratio. 

If the policies of the great industrial 
corporations are to be reformed, so that, 
under their leadership, mass consump- 
tion may keep abreast with mass produc- 
tion, real wages, the purchasing power 


governmental method of dealing with 
economic evils. Entirely aside from the 
merits or demerits of these two remedies, 
both are being used as substitutes and 
alibis for the more fundamental remedy, 
and in order to avoid the necessity of 
confronting the basic issue. 

As to state and Federal insurance, 
they are so novel to our American 
governmental system and our American 
economic structure, that they could not 
be put into practice in time to materially 
affect the present depression. Certainly 
they could not, as it is claimed, “give 
food and shelter to the millions of un- 
employed.” 

The principle of unemployment insur- 
ance has been widely indorsed. That 
indorsement. however, does not mean, 
as a rule, that there has been careful 
examination and full approval of this 
particular remedy as a growing recogni- 
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tion of the joint responsibility of indus- 
try and of Government for the existing 
state of unemployment. If that respon- 
sibility were once fully recognized the 
remedy or remedies would be found and 
applied—no matter how deeply the 
particular remedy would cut into certain 
forms of profit or how radical a de- 
parture it demanded in the traditional 
practices of Government. 

But there is another side to this. The 
full recognition of the joint responsi- 
bility of industry and Government also 
implies that the Government must do 
everything possible to enable industry to 
rise to the occasion. For example, it 
would have to repeal or modify our anti- 
quated anti-trust laws and enable in- 
dustries to readjust themselves and 
venture into collective undertakings 
now frowned on by the Government, 
and without subjecting them to undue 
regulation other than such as is neces- 
sary to protect labor and the public. 

While refusing to accept the “big 
business” panacea of “stabilization” as 
being a cure-all, as a substitute for the 
more fundamental and indispensable 
labor remedy, higher real wages and 
shorter hours, stabilization undoubtedly 
represents a highly desirable life of 
progress. But it is also to be worked out 
only gradually by experience and ex- 
periment. 

Stabilization may mean the ultimate 
elimination of seasonal unemployment, 
as well as the lessening of cyclical un- 
employment, but only insofar as this is 
due to causes other than under-con- 
sumption or insufficient mass purchasing 
power—to such causes, for example, as 
speculation, insufficient knowledge or 
organization of markets, excessive com- 
petition and lack of organization of the 
industry as a whole. Stabilization and 
regularization also may lessen the 
severity of machine-emade unemploy- 
ment by making it more gradual, al- 
though they cannot lessen its amount. 

Nor can stabilization lessen the evils 
of displacement, especially the fact that 
when an employe is displaced, the old 
skill is lost, and the new job, if and 
when found, often gives an inferior 
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position and a lower wage; or avoid 
the permanent shelving of highly eff- 
cient workers because they have passed 
middle age. Here again only the fact 
of sufficient total employment in the 
country, the existence of approximately 
as many jobs as job-seekers, offers a real 
remedy—and sufficient employment for 
all can only be had when advancing 
wages and shortened hours provide a 
mass purchasing power which increases 
as fast as new machines and methods 
raise the productivity of industry. 

The use of public works to meet 
cyclical unemployment is also accepted 
by labor as a sound if only a partially 
effective remedy. 

Another remedy offered for unem- 
ployment is increase of the export 
market. American labor does not be- 
lieve that the export market will rise 
in importance when compared to the 
home market. On the contrary, exports 
are destined to take a smaller and 
smaller proportion of our products 
when compared with the home market. 
Europe is not only providing for its 
own needs but is offering more and more 
formidable competition in other markets. 
The backward countries are getting 
lower prices for their raw materials 
and can therefore buy less from us. In 
contrast to this the home market has 
indefinite capacities for early expansion. 
For if real wages, salaries and farmers’ 
real incomes are advanced there is no 
limit to the increase of mass purchasing 
power. Nor is the foreign market so 
desirable—either for capital or for labor. 
Goods exported must be sold at world 
prices in competition with goods pro 
duced by poorly paid, pauper, or even 
forced labor—and the certain result of 
large exports is always that the labor 
of the exporting countries is forced to 
accept lower wages in order to be able 
to compete effectively in the foreign 
market. In other words, the predomi 
nance of the foreign over the home 
market totally destroys the benefits of 
the protection of labor indorsed by all 
parties and political factions or groups 
in this country. 
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Il 
LABOR’S REMEDY 


THAT FORM of unemployment which is 
created by economies in labor due to 
improved technical processes and the 
reorganization of industry by mergers 
and other means, must be met by quite 
different and more radical economic 
policies, than those required to moderate 
or cure seasonal or cyclical unemploy- 
ment. As its remedy for this more 
permanent form of unemployment, 
which has been growing by leaps and 
bounds, not merely in recent years but 
for many years, labor offers an economic 
policy which is at the same time the 
most thorough-going remedy against 
cyclical unemployment. 

The policy labor proposes, would 
affect all industries and all employment. 
It would greatly increase the amount 
of employment during so-called periods 
of prosperity and would automatically 
reduce unemployment to a minimum 
during less favorable periods. Labor's 
policy can be stated in a few words: 
mass consumption must be enabled to 
keep pace with mass production; the 
purchasing power of the masses must 
be advanced in direct and equal pro- 
portion to the economies of labor made 
possible by improvements in industrial 
processes and the organization of in- 
dustry. 

Purchasing power may be advanced 
either by an increase in the income of 
the masses, or by a lowering of prices or 
by a combination of the two movements. 
In our industrial society a growing part 
of the entire purchasing power of the 
nation is in the shape of wages. For 
this reason a steady and ceaseless in- 
crease of real wages, that is, in the pur- 
chasing power of wages. is the chief 
factor in any program that aims at a 
steady advance of mass consumption in 
proportion to the advancing economies 
of mass production. 

In advocating the steady and con- 
tinuous increase of real wages as the 
chief remedy for unemployment, labor 
ls, at the same time, favoring an eco- 
nomic and social policy which is just as 
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valuable in other directions as it is in 
a solution of the unemployment prob 
lem. A higher standard of living for 
the masses of the people must, of course, 
be regarded as the chief goal of every 
program of social progress. A higher 
standard of living cannot be regarded 
as merely a means to national prosperity 
—it is the very essence of prosperity in 
a democracy. It is true that this coun- 
try has already progressed to a limited 
extent in the direction of a higher 
general wage. But we have merely 
taken the first step. It is safe to say 
that even in the midst of our alleged 
prosperity only a very small percentage 
of American workers obtained anything 
like a satisfactory wage standard. 
Therefore the first need of the nation 
is a higher and higher standard of liv- 
ing for the masses of people—not solely 
to provide sufficient and increasing em- 
ployment, but to advance social progress 
as a national policy. 

Of equal importance in labor’s pro- 
gram, and as necessary for the pros- 
perity of the nation as a whole, is the 
shortening of working time, through a 
shorter working day and a_ shorter 
working week. This means that part 
of the increasing efficiency of industry, 
which might otherwise merely add to 
the growing ranks of the unemployed, 
would be used to increase the ieisure 
time of the American people. The 
effect of this decrease of working hours 
and working days would be not merely 
to improve the intelligence and civic 
efficiency of the people but also further 
to improve the economic efficiency of 
the nation. 

There is no question that greater 
leisure would also lead to a greater 
expenditure and to a larger proportion 
of intelligent expenditure; thus there 
would be even a further increase of 
purchasing power beyond that due to 
the increased employment brought 
about by the lessened working hours of 
those already employed. 

It is the opinion of labor that it is 
cnly by the adoption of these two 
policies, higher wages and shorter hours 
and lesser work days, that opportuni- 
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ties for employment would be radically 
increased, leaving a wholly minor or 
secondary role for all other unemploy- 
ment remedies, necessary and important 
as some of these may be. Supple- 
mentary remedies are needed, especially 
to deal with seasonal unemployment. 
Considerable importance must also be 
attached to public works and other 
plans to lessen the hardships of cyclical 
unemployment. But even if seasonal 
unemployment were wholly provided 
for, even if jobs were made secure 
against minor contingencies, and even 
if a certain amount of employment 
were stabilized as against the cycle of 
hard times, there would still be vast 
margins of cyclical and technological 
unemployment to be provided against. 

It does not need a great deal of 
thought to understand that there is no 
justifiable reason why in this wealthy 
nation we should not be able to pro- 
vide an increasing purchasing power of 
the masses which is not only steady, 
but which is, at least roughly, propor- 
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tionate to the increasing productivity 
of the nation. Of course, we have a 
certain number of sick industries which 
require special treatment. There is no 
division of opinion among Americans 
that such industries must undergo 
radical and thorough treatment or that 
the nation as a whole is able to take 
care of its sick industries once the 
remedies have been decided upon. 
Space does not permit further reference 
to this subject except to state that 
experience has shown that the remedy 
must differ widely in each case and to 
point out again that only a minor pro- 
portion of our industries is in this 
condition. 

But, there is no question of the 
capacity of the great majority of our 
leading industries to carry out this 
policy of higher real wages and shorter 
hours—in view of their huge surpluses 
and dividends—especially huge, if they 
are compared with the original invest- 
ment, which is the only rational stand- 
ard of comparison. 


Architect's drawing of the new Mayfield and Lee office of the Cleveland 


Trust Company. 


The interior is an unusual combination of Gothic arches 
and Italian paneling, with a floor of stone laid in a random pattern. 


The 


ceilings have a timbered effect and special check desks and lighting fixtures 
have been designed to harmonize with the paneling. The lobby space is 100 
by 50 feet. 





Why These Trade Depressions ? 


A Discussion of Ten Common Explanations for the Present 
Slump in Business 


By J. B. ALEXANDER 


T the present time there is not 

A seal a strong interest in 
that baffling economic phenome- 

non, the business depression. Various 
explanations are offered for these de- 


pressions; some of the commonest are 
listed below: 


1. The natural tendency in human affairs 
for progress to. be spasmodic rather than 
regular. 

2. The psychological phenomena of mass 
optimism and mass pessimism. 

3. A shortage of gold. 

4. Failure of credit to expand sufficiently 
to keep pace with the increased production of 
goods. 

5. Overproduction. 

6. Underconsumption. 

7. Excessive saving in time of prosperity. 

8. Displacement of labor by new inventions 
and substitution of machinery. 

9. The agricultural cycle. 

10. Maladjustment of production and con: 
sumption. 


I 


IN ART, science, politics and religion 
periods of great activity alternate with 
periods of stagnation or decline and it 
is not surprising that the same should 
be true of business. But the mere 
statement that there is a more or less 
pronounced rhythm in business, com- 
monly known as the business cycle, 
does not explain the cause of that 
rhythm or help us to find remedies for 
the disorganization and privation caused 
“id the downward swing of the pendu- 
um. 


II 


SOME WRITERS attribute these alternate 
tides of progress and recession to mass 
psychology. On the strength of this 
theory attempts have been made to 
restore prosperity by broadcasting the 
slogan, “Business is good.” The re- 


sults from such experiments, however, 
have not been very encouraging and it 
is probable that these attempts at self- 
delusion do more harm than good. 
Our economic problems will never be 
solved by the methods of Coué. On 
the other hand there is no doubt that 
the violence of business fluctuations is 
increased by the proneness of the pub- 
lic to go to extremes of optimism or 
pessimism. Whether it be the result 
of the evident tendency toward stand- 
ardization in our educational system, 
the great reliance on daily newspapers 
for our news and opinions, or merely 
the effect of the congested life in our 
great cities, modern civilization seems 
to discourage independence of thought 
or action, and to glorify conformity to 
what at the moment happens to be the 
accepted view of the majority. 

It is no exaggeration to say that at 
social gatherings during the recent 
boom in stock market securities the 
man who was not taking a flyer at 
some stock was likely to feel out of 
it when conversation turned, as it gen- 
erally did, to the latest performances 
of the market. It is little to be won- 
dered at that, under these conditions, 
speculation carried stock market prices 
to a point far beyond what was justi- 
fied by the earning power of the com- 
panies concerned, and that money was 
absorbed in speculation which might 
have been used to greater advantage. 
Leading bankers and business men saw 
where the tide was driving but the 
general public had been caught by a 
wave of speculative mania and would 
heed no warnings. It is apparent that 
mass psychology does enter into the 
problem of the trade cycle, but if psy- 
chology is to be used as a cure for 
business depressions it will be found 
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most effective if used to check over- 
optimism in times of prosperity rather 
than to produce optimism in time of 
depression, on the sound principle that 
an ounce of prevention is worth a 
pound of cure. 


III 


THE THEORY that a shortage of gold 
is at the root of our present troubles 
may have some foundation, although 
the recent investigation under the 
auspices of the League of Nations did 
not disclose any actual shortage at the 
present time. A shortage of gold will 
cause prices to fall; and falling prices 
discourage production, while rising 
prices act as a stimulant. It is also 
true that at the present time there is 
too great concentration of the world’s 
gold supply in the United States and 
France with the result that other coun- 
tries are suffering to some extent from 
a shortage. Gold reserves form the 
basis on which is erected a vast super- 
structure of credit, and a comparatively 
small change in the supply of gold pro- 
duces a considerable change in the 
amount of credit available. But even 
if we admit that a shortage in the gold 
reserves of certain countries may have 
had an unfavorable influence on trade, 
it must be acknowledged that the total 
supply of gold used for monetary pur- 
poses is fairly stable, and on that ac- 
count a shortage of gold would make 
itself felt slowly and exert its main in- 
fluence on the long-period trends of 
business and prices and only incidently 
and to a lesser extent on the shorter 
cycles which are the subject of this 
article. The shortage of money during 
a trade depression is caused by a short- 
age of credit owing to lack of confi- 
dence in the future of business and the 
slower velocity of money as people do 
not spend freely and in consequence 
each dollar is turned over more slowly. 


IV 


AGAIN, SOME people attribute the re- 
currence of trade depressions to the 


failure of the credit system to throw 
off sufficient purchasing power to take 
care of the increasing production of 
goods. It is argued that too great a 
proportion of the profits made by pro- 
ducers is put back into the business 
with the result that not enough is paid 
out in wages to permit the purchase 
and consumption of new goods. This 
argument sounds plausible. But, as the 
selling price of any goods equals mate- 
rials, plus wages, plus overhead, plus 
interest, plus profit, it is clear that 
wages alone can never be sufficient to 
buy the whole product of industry. 
But this does not make it impossible 
for business to progress. The money 
spent on materials, interest, overhead 
and profit goes back into circulation 
just as truly as money spent on wages. 
Profits left in the business go to pur- 
chase machinery, plant or bonds or are 
deposited in the bank. There is no 
reason why the manufacturers of ma- 
chinery, the sellers of the bonds or 
the borrowers from the bank should not 
be consumers of the product of a manu- 
facturing company, just as truly as the 
wage earners. 


V 


THE PRACTICE of using profits to in- 
crease productive power may be, and 


sometimes is, overdone. At the present 
time the motor car industry in the 
United States has sufficient capacity to 
produce more cars than the world re- 
quires; farmers have grown more wheat 
than the world can consume in the 
current crop year; copper mines are 
equipped to turn out more copper than 
industry at present requires; there is a 
surplus of raw cotton, and the over’ 
production of oil is notorious. This is 
the result of competitive conditions 
under which various producers compete 
for the lion’s share of the market for 
their respective products. As no one 
would deliberately produce more goods 
than he expected to sell, such over’ 
production is the result of miscalcula- 
tion. Trade is ultimately barter and 
these surplus goods have no value in 
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trade until productive energies have 
been transferred to produce other goods 
for which they may be exchanged. The 
first effect of this transfer of produc- 
tion from the overdeveloped industries 
is to cause plants to stand idle and to 
throw men out of work. These men 
will later find work elsewhere, but for 
the time being they swell the numbers 
of the unemployed and through neces- 
sity curtail their purchases, which in 
turn may disorganize other industries. 


VI 


SOME ECONOMISTS take exception to the 
theory that overproduction is a cause 
of business depressions on the ground 
that there is no overproduction so long 
as there are human wants unsatisfied. 
According to the proponents of this 
theory the trouble is underconsumption, 
as, owing to our failure to secure an 
equitable distribution of purchasing 
power, we find ourselves unable to 
consume what we produce. Most 


people agree that a more equal dis- 
tribution of income would have great 
social advantages, but there is no reason 
to believe that this would materially 
change the course of the business cycle. 
The overproduction which causes trade 


depressions is production of certain 
commodities in such quantities that the 
whole product cannot be sold at a price 
that will pay the cost of production. 
Production in an economic sense is the 
act of changing the nature, form, loca- 
tion or availability of goods so as to 
increase their value. If the increase in 
value is not equal to the cost of the 
work done, the act of production is 
obviously unprofitable to the producer 
and to society as a whole. If we raise 
wages without increasing productivity 
the point at which further production 
becomes unprofitable will be reached 
that much sooner. The purpose of 
production is to supply the wants of 
the consumers, and that is the natural 
relationship of production to consump- 
tion. One of the results of the 
economy of large-scale production has 
een an attempt to reverse this rela- 
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tionship by an artificial stimulation of 
wants through advertising, high pres- 
sure salesmanship, etc., in order to 
persuade the public to consume what 
the producer has to sell. 


Vil 


THE THEORY that business depressions 
are caused by excessive saving in times 
of prosperity means little unless we 
are careful to define just what is meant 
by saving. It has been said with some 
truth that people go into debt in time 
of prosperity and repay their borrow- 
ings in time of depression, and it is 
certainly true that in good times most 
people spend their earnings compara- 
tively freely. On the other hand, in- 
terest in common stocks and other in- 
vestments of a somewhat speculative 
nature is more evident in time of pros- 
perity. Such speculations are classed 
by economists as savings. But to de- 
velop mines which never become pro- 
ductive, to increase plant beyond the 
requirements of industry, to bring farms 
into production which are subsequently 
abandoned, to float new companies 
which will never earn a profit, are 
opposite in economic effect to true 
saving; and the practice of grouping 
such speculations under the general 
heading of savings has led to much con- 
fusion of thought. It is not true sav- 
ing but wasteful speculations and ill- 
judged investments which lead to the 
crash that ushers in a business depres- 
sion. 


Vill 


ONE OF THE causes of the present 
slump in trade is undoubtedly to be 
found in the rapid advance of science 
and invention leading to the replace- 
ment of labor by machines. This is 
no new development, but has been a 
factor to be reckoned with ever since 
the invention of the steam engine 
ushered in what is known as the In- 
dustrial Revolution. The increased use 
of power machinery has made possible 
the general raising of the standard of 





ee 


310 


living, which has been one of the 
marked features of the economic de- 
velopment of the last century, but 
while the ultimate result of these new 
inventions may be beneficial to the 
worker, the first effect is to cause un- 
employment. 


IX 


THE AGRICULTURAL cycle is sometimes 
mentioned as a cause of trade fluctua- 
tions. The farmer adjusts himself 
slowly to the changes in the demand 
for his product. If feed is cheap and 
meat is dear he will naturally wish to 
feed more cattle, but it will take some 
years to build up his herd and by that 
time conditions may have changed. 
Business depressions are not infre- 
quently attributed to crop failures, but 
at present the trouble is rather that 
the farmer has more wheat to sell than 
the world is prepared to buy. The 
world acreage under wheat has been 
materially increased since the war and 


this fact, combined with the bumper 
world crop of 1928, which has not yet 
been entirely sold, has created a condi- 


tion of over-production. The outlook 
has been further clouded by the re- 
appearance of Russia as an exporter 
of wheat. The present discrepancy be- 
tween the price of meat and the price 
of wheat will no doubt encourage 
mixed farming, but, as already pointed 
out, this development will take time, 
and it will also require capital. 


X 


THIS BRINGS us to our final explana- 
tion, maladjustment of the different 
factors of production. J. A. Hobson, 
in “Rationalization and Unemploy- 
ment,” attributes this maladjustment 
to a maldistribution of income which 
upsets the proportion between spending 
and saving and causes an attempt to 
create and operate an amount of 
material capital exceeding the actual 
requirements of the economic system. 
Other writers attribute the trouble to 
over-production of certain commodities 
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in relation to others. The capital tied 
up in these over-developed industries 
becomes unremunerative when the prod- 
uct can no longer be sold at a profit 
and the purchasing power of those en- 
gaged in the industry is correspond- 
ingly reduced. Whichever is the cor- 
rect explanation, it is obvious that no 
one will deliberately invest in produc- 
tive goods unless he expects to receive 
an adequate return on his investment 
and therefore these maladjustments are 
caused by errors in judgment on the 
part of the investors, and are due to 
their failure properly to investigate 
the prospects of the industry or to 
changes in circumstances which could 
not be foreseen. Every year sees an 
increase in the amount of information 
available to assist business men in gaug- 
ing the prospects of future markets. 
But it is, of course, out of the ques 
tion that errors in forecasting future 
demand will ever be entirely eliminated. 
On the other hand, during a period of 
prosperity the public seems to throw 
caution to the winds and to give freely 
for the flotation of companies, bogus or 
otherwise, provided the promoters issue 
a sufficiently glowing prospectus. A 
little investigation into the antecedents 
of the promoters and the prospects of 
the business would often be sufficient 
to warn the prospective investor to 
keep his money. In fact it is notorious 
that when a speculative boom ap- 
proaches its zenith and _ professional 
speculators are becoming uneasy, the 
public rush in where financiers fear to 
tread and vie with one another in buy- 
ing the stock or real estate which did 
not interest them when it was selling 
at a reasonable price. 

Owing to the use of machinery and 
mass production the output of a com- 
modity may be increased very rapidly, 
and in a surprisingly short time a short- 
age of supply be changed to a surplus. 
During a period of prosperity many 
industries are stimulated by high prices 
until the demand for their product has 
been satisfied at the current price. It 
is then necessary for some of the pro- 
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ducers to turn to the production of 
other goods or to lower their prices in 
order to enlarge their markets. This 
in a nutshell is the secret of trade 
depressions, which are simply a slowing 
down of the machinery of production 
while these readjustments are made. Of 
course, to some extent this process of 
readjustment is always going on, but 
during a period of rising prices and 
general optimism, when people are buy- 
ing freely, production easily gets out of 
hand and if this occurs in one or more 
of the leading industries of the country 
the process of readjustment is likely 
to affect other industries and bring on 
a general readjustment or trade de- 
pression. The present depression was 
introduced by the bursting of a stock 
market boom, but a more fundamental 
cause was a general overproduction of 
basic commodities. The countries which 
produce these commodities are finding 
it difficult to sell their wheat, cotton, 
sugar or metal ore, and in turn must 


restrict their purchases of manufac- 
tured goods, causing unemployment in 
manufacturing countries. 

Once a depression has started busi- 
ness men lose confidence, credit is cur- 


tailed, purchases are reduced and 
wholesale prices fall. Costs of produc- 
tion, however, do not come down so 
rapidly as prices. Fixed interest charges 
cannot be reduced short of bankruptcy, 
and attempts to lower wages are likely 
to lead to strikes. Overhead charges 
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are difficult to reduce and they become 
more onerous as they must be spread 
over a smaller output. This lag between 
the decline of wholesale prices and 
costs of production makes production 
unprofitable and before the business 
machine can again go forward adjust- 
ments must be made which will reduce 
costs to a point where production is 
again profitable. In the process many 
of the less efficient producers are likely 
to be eliminated. These adjustments 
are more severe and more prolonged on 
account of the disturbing influence of 
falling prices, which discourage pro- 
duction and make it difficult for the 
labor displaced in the overdeveloped in- 
dustries to find employment elsewhere. 
If through the control of credit by 
central banks prices could be stabilized, 
depressions would be robbed of some of 
their worst terrors. In the past the 
effectiveness of such action has been 
seriously hampered by the inability of 
the central bank to prevent the export 
of gold except by raising interest rates 
and restricting credit. It should now 
be possible to obtain closer co-operation 
between central banks through the 
medium of the Bank for International 
Settlements, and as trade depressions 
are evidently an international problem, 
this would appear to open the way for 
a gradual extension to the international 
arena of that stabilizing influence which 
central banks already exercise in the 
national field. 





Is a National Banking Policy Possible? 


Plan for a Banking Policy for the American Bankers 
Association 


By W. C. SCHLUTER 


Professor of Finance, University of Pennsylvania 


HE relatively free development of 
banking in the United States has 
had its roots in our laissez faire 
policy, in the large geographical ex- 
panse of our country, and in the wide 
diversity of business and economic in- 
terests predicating a variety of needs for 
banking services. The result has been 
that today we have 23,852 banks as of 
December, 1930. This number is ap- 
proximately 6000 less than the maximum 
reached after the world war. The real 
significance of these numerous banking 
institutions is that each bank is a sep- 
arate entity (1) operating in relation 
to local conditions, often in competition 
with other banks in the community; 
(2) developing and administering its 
own policies in that community—often 
such policies are not of its free choice 
but rather pressed upon it by obdurate 
local needs and demands; and (3) to 
the extent that each bank feels it desir- 
able to extricate some of its funds from 
local employment or that it has a sur- 
plus after local needs are satisfied, op- 
erating in the national money and cap- 
ital markets and therewith influencing 
the general conditions of borrowing 
and lending. 

This seems like stating the situation 
in its extreme form, for it must be 
recognized that in the larger financial 
centers there exists considerable co- 
operation among banks in matters of 
policy, especially in periods of financial 
strain. Besides, there are over 230 city 
clearing associations and national and 
forty-eight state banking superinten- 
dencies with periodical examinations, all 
of which tend to bring about uniformity 
in banking operations and policies. In 
addition, there is the American Bankers 
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Association, with its state chapters, func- 
tioning as a forum in banking matters. 

It is interesting to contrast all of this 
with the banking institutions of Ger- 
many, England and France. In these 
countries we witness, first, a high de- 
gree of banking concentration, since in 
Germany six and in England and France 
five banks control approximately four- 
fifths of the total banking resources in 
those countries through group and 
branch banking in the former country 
and through branches in the two latter 
countries; second, a striking absence of 
legal regulation of banking; third, small 
geographic areas although a considerable 
diversification in industry; fourth, es 
pecially in Germany, a high develop- 
ment of specialization in banking relat- 
ing to the fields of agriculture, real es 
tate, savings and small loans; and, fifth, 
subordination of the security market to 
the banking system. 

From the standpoint of inaugurating 
a banking policy, it would seem an easy 
matter therefore for six or seven bank- 
ers, including as it might the head of 
the central bank, to sit around a table 
in a meeting to discuss business and 
credit conditions and agree on the 
broad outlines of a banking policy in 
relation thereto from time to time, con- 
ceivably in the best interest of the bank- 
ing and credit system and of the nation 
as a whole. This would not necessarily 
imply that these six or seven bankers 
would be dominant in credit and finance, 
for these men would be subject to the 
opinions of the members of the various 
boards of directors, usually consisting 
of a group of men representing a wide 
diversity of industrial, commercial and 
agricultural interests, including that of 
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the public through the representation of 
the central bank. 


THE AMERICAN BANKERS ASSOCIATION AS 
A SOLIDIFYING FACTOR 


THE COHESION of the European sys- 
tem above described is obviously con- 
siderably greater than that possible in 
American banking. It is difficult for 
23,852 bankers to develop a policy of 
concerted action in banking matters. 
True, the 230 city clearing associations 
and such county clearing associations as 
have been recently formed have ac- 
complished much toward co-operative 
action. Also the governmental super- 
vision may often do something more 
than keep banks within the law, es- 
pecially the Federal Reserve, through 
its exercise of authority over member 
banks. 

In view of the fact that banking con- 
centration, regionally or otherwise, has 
a long way to go in America, although 
rapid progress in that direction may be 
expected in the future, the American 
Bankers Association can function con- 
structively and efficiently as an organi- 
zation of general banking and credit 
policy for the banks of the country. 
In this respect it could become more of 
a nerve center than it now is for the 
banking community and through an in- 
telligent declaration of policies bring 
about a superior national banking policy 
in the interest of business, social and 
economic welfare somewhat akin to 
that achieved in Europe through its 
highly integrated banking and financial 
system. 

The A. B. A. is well organized in 
its present form. It is nation-wide in 
its membership, with state units within 
its sphere. Furthermore, its internal 
organization consists of subdivisions 
representing special banking interests, 
such as state banks, national banks, trust 
companies and savings banks. Various 
committees function under these di- 
visions with titles as the following: 
“National Bank Research,” ‘Clear- 
ing Houses,” “Bank Administration,” 
“Standards, Reports and Records,” etc. 
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One committee, recent in origin and 
seemingly important, is called the Eco- 
nomic Policy Commission. It is a 
creature of the A. B. A. as a whole. 
Indirectly, the significance of the A. B. 
A. and its service to the member banks 
in the country may be gleaned in large 
part from the proceedings of the annual 
conventions. 

These proceedings contain all ad- 
dresses before the convention and the 
reports of the various committees. A 
critical examination of the contents of 
these proceedings for the years 1927, 
1928, 1929 and 1930 reveals interesting 
information about the kind of bank- 
ing matters to which the conventions 
were devoted. The selection of these 
eventful years presents an unusual op- 
portunity for testing what is of con- 
cern to the A. B. A. These years co- 
incide with the period when credit in- 
flation culminated; with the crisis of 
October, 1929, which occurred at the 
time of the convention; and with the 
end of a year of liquidation this last 
fall. The results of our critical ex- 
amination of the ideas and matters dis- 
cussed and reported upon during these 
conventions, as contained in the pro- 
ceedings, may be summarized briefly as 
follows: 


1. A striking absence is noted of the 
recognition of a dangerously developing sit- 
uation of credit inflation in 1927, 1928 
and 1929. 

2. The October, 1929, proceedings give 
no clue of any interpretations of the crisis 
at hand and of the impending problems of 
credit deflation. 

3. The 1930 proceedings indicate no 
evaluation of the character of the deflation 
in progress for a year nor an appreciation 
of the lingering unfavorable aspects of the 
banking and credit situation. 

4. All proceedings contained addresses 
and discussions, general in nature, referring 
to the current credit and business conditions, 
but these did not attempt to relate ade- 
quately questions of banking policies to the 
underlying business and credit situation. 

5. Much time and space are devoted to 
matters concerned with bank operations, with 
banking technique or practices and pro- 
cedures. 

6. Considerable emphasis during these 
years under review was given to the ques- 
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tion of group, chain and branch banking. 

7. Here and there appear discussions on 
bank management and policies but no evi- 
dence of attempts to develop an attitude of 
concerted action in matters of banking policy 
as related to the contemporaneous business 
and credit situation. 


These conclusions must not be taken 
as a final judgment on the matter of 
what interests or concerns the A. B. A. 
Indeed, it is well known that ideas de- 
veloped and given effect to in personal 
conferences at the convention meetings 
and the discussions at the meetings of 
local and state chapters throughout the 
year and of the various committees 
must be regarded as productive of com- 
mon understandings and of co-operative 
efforts in banking. We shall, however, 
take this evidence as a basis for pro- 
posing a more positive policy for this 
important association. 


PROPOSED PROGRAM FOR THE AMERICAN 
BANKERS ASSOCIATION 


WITH THE growth of the credit system 
banking policy has become a predomi- 
nant factor in the trend of business and 
economic activity. Commercial banking 
performs three distinct and fundamental 
functions which give this institution its 
importance and also place it in striking 
contrast with other types of financial 
institutions. These functions are: (1) 
the function of supplying the media of 
exchange, viz., checks and bank notes; 
(2) the function of holding reserves 
against deposits, and (3) the function 
of creating bank credit funds while op- 
erating as a commercial banking system 
on the basis of banking capital and sur- 
plus, reserves and borrowers’ credit. 
With most of the other types of fi- 
nancial institutions commercial banking 
shares the function of mobilizing cap- 
ital and credit funds by mediating be- 
tween lenders and borrowers. Thus it 
can be seen that commercial banking 
represents the nucleus of our financial 
system. Expansion and contraction of 
bank credit funds, usually occurring in 
the form of inflation and deflation or 
liquidation, are indisputable facts evi- 


denced by the long course of business 
history. The rise and fall of business 
activity is intimately associated with the 
expansion, strain and liquidation of 
bank credit. Few careful students of 
the phenomena of business cycles fail to 
assign to banking policy an important 
place in their explanations thereof. It 
is because of the fundamental signifi- 
cance of the supply and use of bank 
credit funds in our business system that 
the A. B. A. should (1) organize an 
institute for fundamental scientific bank- 
ing research; (2) assume responsibility 
for an efficient and constructive national 
banking policy; (3) disseminate intelli- 
gent advice on the trends in the gen- 
eral and basic credit and business con- 
ditions through its existing organization, 
and (4) develop from time to time de- 
sirable banking policies for banks with 
regard for the diversity of conditions 
regionally and industrially. 

These requirements obviously call for 
a more positive attitude toward the 
banking profession on the part of the 
A. B. A, i. e., toward its members 
whose creature it is and to whom it 
could render a service of supreme im- 
portance. Through this superorganiza- 
tion commercial banks could undertake 
concerted measures to restrain a too 
rapid expansion of credit operations, for 
example, as that we witnessed from 
1920 to 1930. 

In periods of deflation concerted ac- 
tion could be outlined directed toward 
a moderation of the blighting influences 
of deflation, or plans analagous to that 
of the German banking kartels which 
have invariably sprung into being dur 
ing periods of financial strain in order 
to mitigate the forces of inflation. The 
diversity of our economic and industrial 
activities would suggest that this organi 
zation would also take into account the 
local and regional banking conditions. 

Although the primary purpose of the 
proposed function of the A. B. A. 
should be to develop useful knowledge 
for its members concerning the trends 
in business and credit conditions and to 
disseminate this knowledge among its 
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membership, nevertheless it should also 
include the task of outlining a banking 
policy that might be adopted by the 
member banks with profit to themselves 
in relation to the general monetary, 
credit and banking situation and also 
to the particular regional and indus- 
trial areas in which conditions are gov- 
erned by special factors. 


SUGGESTED ORGANIZATION FOR THE 
FUNCTIONS OUTLINED 


THE MODIFICATION in the organization 
of the A. B. A. in order to meet the 
requirements of the program as out- 
lined might proceed on the basis of 
preserving the present organization as 
a forum and as a committee system 
serving the interests of the banking 
constituency. The proposal chiefly im- 
plies a change in attitude and to a more 
positively functioning body. This 
change, however, would be of tremen- 
dous significance and of fundamental 
importance not only to the banking 
community but also to the general busi- 
ness and economic life of the country. 
It would become a real institute of 
banking policy. 

In order to serve effectively with the 
object in view as herein proposed, the 
A. B. A. should first organize a di- 
vision of research and statistics with a 
director who is not only an expert in 
banking theory and practice but also a 
man trained in thoroughgoing scientific 
research methodology. The function of 
this department should be as follows: 
(1) to collect and systematize data and 
information representing the fields of 
production, distribution, prices, employ- 
ment, interest rates, savings, banking 
and credit, security issuing and mar- 
kets, etc., domestic and foreign; (2) to 
study regional conditions in matters per- 
taining to banking and credit; (3) to 
study conditions in fundamental and 
important industries; (4) to watch for- 
eign and domestic political events; and 
(5) to analyze special problems and 
situations which have a banking sig- 
nificance. 

Second, there should be constituted a 


banking policy committee of five mem- 
bers, one of whom should be the di- 
rector of research. The others should 
be men qualifying in their respective 
capacities as economist, banking special- 
ist, investment banking specialist and a 
member of the Federal Reserve Board 
or of the Federal advisory council. The 
function of this committee should be 
(1) to interpret the findings and the 
reports of the research division as to 
the state and trends in the general busi- 
ness and credit conditions; (2) to an- 
alyze the findings and reports of the re- 
search division relating to conditions in 
the various regions, to particular indus- 
tries and to matters of special banking 
significance; and (3) on the basis of the 
knowledge so derived to develop and 
declare the type of banking policy befit- 
ting the trend of events in general and 
in the particular regions and industrial 
areas from time to time. 

Third, there should be organized a 
division of communication which should 
have charge of giving publicity to the 
findings of the research division and to 
the recommendations of the banking 
policy committee. To what extent the 
information should be made public 
ought to be a matter left to the policy 
committee. The tecommendations of 
the policy committee might be mimeo- 
graphed and sent in that form to the 
member banks or, whenever the oc- 
casion would seem to warrant it, per- 
sonal advisers.might be sent to cities 
accessible to the bankers for personal 
conferences. The personnel of this 
division should be men who could com- 
mand the confidence of the bankers. 
The organization for all of this already 
exists in the form of state chapters. 

The expense of this proposed insti- 
tute of banking policy would be rela- 
tively slight in relation to the valuable 
service it would render to the banks. 
As an aid to credit control and there- 
with to stabilize business conditions, if 
the possibilities were fully exploited, 
such an institute would become of im- 
mense value. ‘This institute of banking 
policy within the A. B. A. would 
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possess three related and fundamental 
organs: (1) the division of research 
and statistics, whose function would be 
to develop accurate knowledge about 
the trend in business and economic 
conditions; (2) the banking policy com- 
mittee, which would be charged with 
the duty of formulating general and 
particular banking policies; and (3) the 
division of communication, whose office 
would be to make known to the bankers 
the significance of the bank policies 
formulated and to carry out the neces- 
sary educational work among the bank- 
ers in order to obtain as general an ac- 
ceptance of the recommended policies 
as possible 


RELATION OF BANKING POLICY INSTITUTE 
TO OTHER BANKING AND 
FINANCIAL INTERESTS 


As was pointed out above, commercial 
banking is the vital nucleus in our fi- 
nancial system. It is to a marked de- 


gree the primus motor of our credit 
system. Other financial institutions are 
in one way or another dependent on or 


primarily influenced by commercial 
banking operations. The policies of 
commercial banks are therefore of deep 
interest and concern to the investment 
bankers and also to the managements of 
such specialized financial institutions as 
finance companies, real estate financing 
houses, commercial paper houses, etc. 
Commercial banks are affected in turn 
by the operations of these institutions. 

It would seem therefore extremely 
desirable to have the Investment Bank- 
ers Association organize a similar policy 
institute, and because of the close re- 


lation existing between commercial and 
investment banking, co-operation be- 
tween these two policy committees 
would be advisable. Such co-operation 
would increase the effectiveness of each, 
Under such an arrangement the whole 
of our financial system with its present 
diversity of policies, often working at 
cross purposes as we witnessed during 
recent years, could be advantageously 
co-ordinated and controlled. 

A prototype of what is here proposed 
has been developed already by the Fed- 
eral Reserve System for the administra- 
tion of its credit policies. The Federal 
Reserve Board has within its organiza- 
tion the Division of Research and Sta- 
tistics, the board itself is constituted as 
the Policy Committee, and through its 
publications and other forms of con- 
tacts with member banks, facilities for 
communications are in effect. An in- 
stitute of banking policy for the A. B. 
A. would not greatly vary from this 
in form or in aim. Its influence in the 
commercial banking field could also be 
of great aid in the development of Fed- 
eral Reserve policy. Co-operation with 
the Federal Reserve Board would in- 
deed seem both necessary and. desirable 
for the development and administration 
of an efficient and constructive national 
banking policy. 

In conclusion, it is again emphasized 
that a sound and wise banking and 
credit policy 1s of crucial importance for 
the nation. It is hoped that this pro 
posal for a dynamic and positive in- 
stitute of banking policy under the di 
rection of the important American 
Bankers Association will receive serious 
consideration. 





Banking — Business or Profession ? 


A Plea for a Recognition of the Banker as a Quasi-Public 
Servant 


By ARTHUR M. LAMPORT 
President A. M. Lamport & Company, Inc. 


looked upon as a_ profession—an 

honorable profession, whose code 
of ethics was on a plane much higher 
than that of business or industry. 
Indeed, it was considered even higher 
than that of other professions. The 
position a banker occupied in his com- 
munity was that of a man universally 
recognized as an honest, prudent man, 
a conservative man, mindful of his 
responsibility as a caretaker of savings. 
The banker, himself, felt that he was 


l' the good old days, banking was 


going through, with commercial banks, 
savings banks have been practically un- 
touched and are today in a more sound 
and solid condition than heretofore. 
Commercial banks have directors— 
many of them new ones—and they 
often look upon themselves as men 
specially privileged, who either do not 
direct at all, or, when they do direct, 
often do so for their own benefit. New 
theories and practices have been re- 
cently inoculated into the commercial 
banking cosmos, and the symptoms have 


“In the new crop of ‘bankers’ who have sprung up during the 


recent boom period were commercial exploiters. 


They recognized 


that the people thought of banks in terms of big profits, big busi- 
ness, big dividends, spectacular rise in the value of their stocks, 
merged, split, or otherwise, and wanted to get in on the ‘racket.’ 
These bankers should be ‘deported’ to their previous callings, or 
where the state can keep an eye on them.” 


a quasi-public servant and fiduciary, 
and his primary desire was justification 
of the trust that his community had 
vested in him. 

During the last decade, hectic 
economic teachings have transformed 
the psychology of the people to view 
bankers as shrewd, high-powered busi- 
ness men rather than honorable pro- 
fessional men whose past records and 
training best fitted them as repositories 
of a trust. 

Savings banks have trustees, and the 
laws restricting our mutual savings 
banks are such that a trustee is always 
mindful of the duties imposed upon 
him. Therefore, despite the difficulties 
that we have gone through, and are 


spread from the boards of directors to 
the stockholders, and from the stock- 
holders to the very depositors. How 
much profit does the bank make and 
how much will it make? How much 
does the stock sell for? How much 
can it be made to sell for? 

A bank was a financial sanctuary, 
created primarily for safeguarding the 
monies of the people and only in the 
second instance for the purpose of 
making profits. The trouble is that 
we have completely changed our view- 
point of banking—instead of a time- 
honored profession, we look upon a 
banking institution as a modern, high- 
powered business. A time there was 
when it was inconceivable for an in- 
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vestor to obtain advice from an official 
or director of a bank to speculate with 
his savings. We have just passed 
through a period when, it is hardly 
exaggeration to say, directors or offi 
cials of a bank who did not recom- 
mend “opportunities for quick profits,” 
and were sufficiently conservative to 
preach against them, were immediately 
stamped as antiquated hold-overs. 

The big remedy is a change in the 
psychology of the people. The old law 
is still working—you cannot legislate 
men to be honest and prudent. In the 
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new crop of “bankers” who have 
sprung up during the recent boom 
period were commercial exploiters. 
They recognized that the people 
thought of banks in terms of big profits, 
big business, big dividends, spectacular 
rise in the value of their stocks, merged, 
split, or otherwise, and wanted to get 
in on the “racket.” These bankers 
should be “deported” to their previous 
callings, or where the state can keep 
an eye on them. 

Banking institutions can be the back- 
bone of economic good and a mainstay 
against economic evil. But, if large 


profit is to be their main purpose, and 
safety of depositors’ and stockholders’ 
money becomes secondary, the influence 
resultant is bound to be reversed, 
There is hardly any question that the 
spirit of our banking laws, even as they 
now exist, intends the limitation of the 
field of activity of banks, both com- 
mercial and savings. Applied to mutual 
savings banks, our laws are, on the 
whole, effective. Savings banks have 
splendidly withstood most severe tests 
during the last twenty years but with 
commercial banks the situation is some- 
what different. 

The certificate of stock in a bank 
usually imposes a double liability upon 
the ‘holder in his relation to the de- 
positor, but many certificates now rep- 
resent not only an interest in the bank 
proper, but what not! The prohibition 
of the use of the word “savings” by 
commercial banks has been nullified by 
synonyms easily obtained in the dis 
tionary—but the deposits received were, 
nevertheless, “savings” in the full mean- 
ing of. the word, and most often the 
savings of the poorer classes. The 
safeguards intended by law were 
avoided and such deposits diverted to 
most rash speculations, as is revealed 
by inquiries into recent failures of 
banks and their fifty-seven varieties of 
afhliates. 

What a multiplicity of activities a 
bank can engage in! How often does 
a banker find himself on both sides of 
the fence! He is both “borrower” and 
“lender.” Under such circumstances, 
“Joan oft loses both itself and friend.” 
How often are banks tempted, through 
their affiliates, to transfer upon the 
public burdens originally undertaken by 
themselves, irrespective of what the 
ultimate outcome may be. The law 
usually forbids a bank from trading in 
its own stock, but the affiliates of a 
bank offer a splendid back-door op: 
portunity to side-step the law and, 
through the use of enormous stock: 
holders’ lists and depositors’ lists, they 
entice purchasers for split-up stocks, 
units, rights and “wrongs.” 
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The underlying theory of commer’ 
cial banking is that its workable assets 
shall be employed, first, toward further- 
ing trade through the instrumentality 
of short term loans, be they in the 
form of notes, acceptances or the like; 
second, to loan on securities. But 
there should be included in the ethics 
of the banking profession a regard for 
the intrinsic value of the securities 
pledged and not, first and last, the 
rapidity with which they can be un- 
loaded by the borrower upon the in- 
vestor. 

By law, a director of a commercial 
bank should have definite responsibility 
pinned upon him. Then the scenic 
director will disappear and names of 
directors of banks will mean some- 
thing—they will direct. 


BRANCH BANKING 


A country as vast as ours has large 
areas devoted to economic activity of 
a single, or nearly single, type. 


That 
diversification is necessary to the 
stability and success of a banking insti- 
tution is undeniable, but if we are to 
have broader branch banking, it should 
be based on sound. premises and sound 
conditions. We should not attribute 
all the bank failures that have occurred 
in the last two years to the lack of 
chain banking systems. Under existent 
commercial banking practice, how do 
we know whether there would not have 
been calamities even greater than we 
have experienced, had bank chains 
existed during this last period of 
frenzied speculation? Out of the esti- 
mated $800,000,000 of deposits tied 
up in bank failures, a great percentage 
must be credited to a few groups of 
urban banks. 

Banks and banking should first be 
sterilized and confined to activities in- 
tended for them, then branch banking, 
in its comprehensive meaning, would be 
a healthy step forward. Perhaps we 
might see the branch banking picture re- 
versed-—public-spirited delegations from 
tural communities inducing large cen- 
tral banks to open branches in their 
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midst, rather than a promiscuous de- 
velopment of chains. 


SOME SUGGESTIONS 


After the failure of the City Trust 
Company of New York, the Governor 
of the State of New York appointed a 
committee which made many intelligent 
recommendations, but they did not suit 
the style of the times and were com- 
pletely ignored. Had some of these 
recommendations been adopted two 
years ago, we would not have had to 
our credit the largest bank failure we 
have ever seen. We do not need bank- 
ing laws in quantity, but what we do 
need are banking laws of quality. 


-Some foreign countries have few laws 


and few failures. 

The following suggestions are made, 
for the purpose of having them studied 
and analyzed: 


1. Savings deposits should be segregated 
from commercial deposits as nearly universally 
as possible, to the end that savings deposits 
will be safeguarded, irrespective of under 
what name they are received. 

2. A bank share certificate should stand 
by itself and should be completely divorced 
from any other affiliate or undertaking. 

3. The activities of banks should be con- 
fined more to straight banking; extraneous 
ventures should be eliminated. 

4. Particularly in the larger cities, an em- 
ploye or officer of a bank should not be em- 
ployed in any outside venture. 

5. The law should impose greater responsi- 
bility upon the directors of banks, in other 
words, make them de facto directors. 

6. Branch banking of the right type should 
be legalized. 


In conclusion, we do not need czars, 
possibly created by political machines, 
to safeguard the people. Fundamentally, 
what we need is a recognition on the 
part of public opinion that a bank is 
a fiduciary institution, whose opera- 
tions deeply involve public welfare, and 
that profits should not be primary, but 
should flow naturally from the effi- 
cient performance of a public service in 
safeguarding the funds of the people 
and in legitimately helping trade. 
Legislation cannot make men honest 
and efficient bankers—public opinion 
can. 














A Close Corporation Problem 


How a Combination of Life Insurance and Trust Service Can 


N the case of a close corporation, 
if life insurance is the only sound 
means of establishing funds exactly 
when needed to permit uninterrupted 
continuity of the conduct of the busi- 
ness at the death of one of the execu- 
tives and to safeguard the heirs of the 
deceased executive. When this life in- 
surance is supplemented with the service 
which the corporate 
fiduciary is equipped 
to render, an ideal 
plan can be evolved 
for solving one of the 
most puzzling prob- 
lems of the small 
business corporation. 
Business insurance, 
that is, life insurance 
adapted to meet the 
requirements of the 
business world — in 
the case under dis- 
cussion, the close corporation — stripped 
of the many minor advantages at- 
tributed to it accomplishes two primary 
purposes. (1) It retires the decedent’s 
interest by cash payment. (2) It per- 
mits the survivor or survivors to secure 
sole control and continue the business 
without outside interference. The need 
for business insurance in a close corpora- 
tion where the continuous co-operation 
of the firm members is a requisite to 
its success, is conceded. It is rather the 
purpose here to point out certain es- 
sential factors in carrying out the origi- 
nal intentions of the close corporation 
stockholders at the time the business in- 
surance agreement is entered into, and 
the necessity for the employment of a 
corporate fiduciary in accomplishing 
these intentions with a minimum degree 
of uncertainty. 
In setting up the agreement it seems 
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Help the Small Business Corporation 


By L. A. TIMMERMAN 


HIS is the first of a series 
of articles by L. A. Timmer- 
man which will appear from 
time to time in THE BANK- 
ERS MAGAZINE. The articles 


will point out various ways in 
which the insurance underwriter 
and the corporate fiduciary can 
work together for their mutual 
benefit. 





that the entire matter should not be 
viewed as a business proposition but 
rather as an arrangement decided and 
agreed upon by individuals as individ- 
uals. Would not the inclusion of the 
corporation open the door to such vexa- 
tious questions as the rights of the cor- 
poration and its creditors to the owner: 
ship of the policies, and whether the 
policy proceeds should 
be treated as divi- 
dends? Is not the ac- 
tual purpose of the 
agreement to provide 
a means of protecting 
those associated in 
the close corporation 
against each other 
and especially against 
outside interests which 
might, except for the 
agreement, succeed to 
the deceased’s inter- 
est? It follows therefore that the 
inclusion of the business entity itself as 
a party to the agreement would tend 
only to complicate the situation with- 
out having any compensating advan- 
tages. 

Let us assume that in the A, B, C 
corporation A’s interest equals $50,000, 
B’s interest $30,000 and C’s interest 
equals $20,000. A takes out life in- 
surance on the life of B equal to one- 
half the latter’s interest, that is, $15, 
000. C likewise takes out the same 
amount on the life of B. A takes out 
$10,000 on the life of C and B a like 
amount on C’s life. B takes out life 
insurance on A’s life for one-half his 


interest ($25,000) and C has a similar. 


policy issued on the life of A. Each 
stockholder will pay the premiums on 
the insurance he has taken out on the 
lives of the other stockholders. Al 
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though some insurance men arrange to 
have the corporation pay the premiums 
rather than the individuals such a plan 
tends to complicate matters without of- 
fering any apparent advantages. Should 
the corporation pay the premiums, the 
deceased's stock purchased by the cor- 
poration must be retired to the treasury 
of the corporation and cannot at that 
time be distributed to the surviving 
stockholders. 


SIMPLEST FORM OF CONTROL 


THE NEXT question which presents it- 
self is to whom the insurance policies 
should be payable. It is settled that 
the corporation should not be the bene- 
ficiary. If the insurance is payable to 
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depend upon the survivors to carry out 
the agreement nor would the survivors 
be subjected to the idiosyncrasies of an 
executor or an executor’s attorney. The 
business acumen of trust company offi- 
cials, their knowledge of local condi 
tions and their experience in trust mat- 
ters makes them particularly well suited 
to carry out in an equitable manner the 
intention of the firm members as origi- 
nally expressed in the agreement. Such 
a plan prevents litigation, bitterness, 
personal jealousies and prejudices, and 
is by far the most feasible method of 
satisfactorily handling the situation. In 
using a corporate fiduciary as trustee, 
the stock of each firm member should 
be indorsed in blank and deposited with 


“About 10 per cent. of the new ordinary life insurance 
written during 1929 was arranged for deposit with banks or trust 


companies under trust agreements. 


This 10 per cent. amounts 


to $1,200,000,000, an increase of 71 per cent. over 1928 and 367 


per cent. over 1927; an average trust deposit of $57,800 as com- 
pared with $49,591 in 1928; more than 15,000 trusts created last 
year as against fewer than 9000 in 1928.” 


the corporation, payment of the policy 
proceeds would increase the assets of 
the corporation and raise the value of 
the very stock which it is supposed to 
purchase, thereby defeating its own end. 
Second, the proceeds become subject to 
creditors before they can be made avail- 
able to purchase the stock of the de- 
ceased. Third, the inheritance tax upon 
the decedent’s interest may be ma- 
terially increased. Fourth, question may 
arise whether the corporation may pur- 
chase its own stock, since there are 
statutory enactments in many states 
prohibiting a corporation from pur- 
chasing its own stock except when a 
sufficient surplus exists. 

How much more simple would it be 
to have a corporate trustee named as 
beneficiary. If such an intermediary 
is used the four difficulties enumerated 
above would be eliminated and the es 
tate of the deceased would not have to 


the trustee. This will insure the effi- 
cient handling of the transfer of stock 
at the death of a firm member. The 
stockholders, of course, do not lose any 
of their privileges to which ownership 
of the stock entitles them, except that 
the stock cannot be sold to an outsider 
and thus defeat the purpose of the 
trust. The terms by which a firm mem- 
ber may sell his stock to an outsider 
should be defined in the agreement, 
usually it being provided that such 
stock must first be offered for sale to 
the other members and if they do not 
make the purchase within a specified 
period then it may be disposed of to 
other parties. 


OTHER FEATURES OF AGREEMENT 
IN ADDITION to the above the other 


special points that should generally be 
included in the agreement follow: 
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1. Valuation of stock. 

In order to arrive at a correct valua- 
tion of the future interest of a member 
then deceased the generally accepted 
method is to take an inventory of the 
entire business shortly after death occurs 
and then determine what the decedent's 
interest was at that time. 


2. Retirement of firm members or 
dissolution of the firm. 

Each member should take over the 
insurance on his life by paying the 
cash value of the policy to the other 
member or members who, paid the pre- 
miums thereon. 


3. If value of deceased’s interest ex- 
ceeds or is less than insurance on his 
life. 

If the insurance proceeds are less than 
the value of the decedent’s stock, the 
insurance fund should act as the initial 
payment, and the remaining stock be 
offered to the survivors on a time pay- 
ment plan. If the insurance is greater 
than the necessary amount then either 
the entire amount of insurance, even 
though greater than the value of the 
stock, may be used to pay for the in- 
terest or the insurance proceeds in ex- 
cess of the value of the interest may 
be returned to the survivors. The 
method most desirable to the firm mem- 
bers should be selected at the time the 
agreement is entered into. 


4. Amendment or 
agreement. 

Unanimous consent of the members 
of the firm should be necessary. 


revocation of 


5. Survivors’ policies. 

In addition to the policy proceeds 
which the decedent’s beneficiaries re- 
ceive they should be compensated for 
the premium payments made by the 
deceased on the policies issued on the 


lives of the survivors. The total of the 
net premiums paid should constitute 
this additional payment. If the sur- 
vivors neglect to make this payment 
the trustee may surrender the policies 
for their cash value. 


6. Loan value of policies. 

The loan value should be kept free 
so that the members by unanimous con- 
sent may borrow to meet unusual ex 
penditures. 


TREND TOWARD TRUST COMPANIES 


AN UNMISTAKABLE trend toward trust 
companies is prevelant everywhere, par- 
ticularly in New York City and some 
of the other larger centers. During 
the last decade the growth of these in- 
stitutions has been outstanding. About 
10 per cent. of the new ordinary life 
insurance written during 1929 was ar 
ranged for deposit with banks or trust 
companies under trust agreements. This 
10 per cent. amounts to $1,200,000,000, 
an increase of 71 per cent. over 1928 
and 367 per cent. over 1927; an aver: 
age trust deposit of $57,800 as com- 
pared with $49,591 in 1928; more than 
15,000 trusts created last year as against 
fewer than 9000 in 1928. Complete 
figures for 1930 are not available at 
this writing. 

These facts should be taken advan- 
tage of and capitalized not only by the 
banks of huge resources but particularly 
by the banks and trust companies op- 
erating in the smaller cities, since they 
can offer to their clients that personal 
knowledge of local industries and con- 
ditions peculiar only to themselves and 
so vital in the carrying out of fiduciary 
powers. 

The co-operation of trust officials 
and insurance men offers a problem 
worthy of serious consideration. It is a 
large problem for men of vision, ability 
and perserverance. It is a problem 
fraught with discouragements on both 
the insurance and trust sides but which, 
nevertheless, will culminate in a future 
natural solution to present perplexing 
problems confronting the great mass of 
people. Needless to say, those institu’ 
tions making a diligent effort toward a 
satisfactory co-ordination of life insur- 
ance and trust company services will 
reap the far greater share of the future 
harvest. 





The Fixed Trust Takes the Stage 


Some Reasons for the Marked Popularity of the Fixed Trust 
Among 1931 Investors 


By ALFRED C. MIDDLEBROOK 
Of Distributors Group, Incorporated, New York 


a recognized factor in the Amer- 

ican securities markets is a well 
established fact. It is an investment 
vehicle which provides certain very 
positive advantages for the conservative 
investor who wishes without specula- 
tion to share in the ownership of the 
outstanding business enterprises of the 
country. It affords a mechanical device 
for the grouping of a list of high grade 
common stocks which has never before 
been available to the investing public. 
It is widely recognized that the fixed 
trust is an important and increasing 
factor today in international security 
markets and, judging from the extent 
to which prominent banking interests 
are becoming identified with such de- 
vices, it seems assured that the future 
will witness an ever greater popularity 
and demand for the fixed trust. 

There were investment market com- 
mentators not so long ago who openly 
contended that the principles under- 
lying fixed trusts were unsound and 
that this device would never gain a 
wide demand among conservative and 
thinking investors. Security market 
history of the last two years, however, 
completely belies these predictions and 
establishes conclusively the justification 
for the fixed trust and the phenomenal 
popularity which this investment vehicle 
has established for itself. 

Originally the growth in popularity 
of the fixed trust idea was likened to 
the mushroom growth of the manage- 
ment type of trust during 1928 and 
1929 when a multitude of investors 
were induced to participate in the 
ownership of these investment comi- 
panies believing that in so doing they 
were greatly enhancing their possibili- 


Tes the fixed trust has become 


ties for speculative profits. The pass- 
ing of management trust popularity 
which followed the stock market break 
in 1929, as has been pointed out many 
times, provided the development of the 
fixed trust with its greatest impetus to 
date. The popularity of the fixed 
trust, however, which dates largely 
from that time, is not by any means 
based solely upon the failure of the 
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management trust to justify the con- 
tentions of its sponsors. The fact that 
the fixed trust has exerted such a 
strong appeal not only throughout the 
United States but in foreign countries 
as well, is based fundamentally upon 
the proved long term common stock 
theory and the numerous conveniences 
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available to all classes of investors 
through this type of investment. 


POPULAR FOR INVESTMENT 


It is axiomatic that the popularity 
of the fixed investment trust must in 
the last analysis rest largely upon the 
desire of investors to benefit from the 
ownership of a group of common 
stocks. The enormous interest in com- 
mon stocks which was _ apparent 
throughout the recent bull market was 
predominantly speculative, which natur- 
ally favored the development of the 
management investment trust as a 
means of providing maximum profits to 
the uninitiated speculator, whereas the 
remarkable growth in popularity of the 






“It should be significant to the banker that the common stocks 
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in the managements of these organiza. 
tions. 

From the standpoint of marketability 
alone the fixed trusts since the panic 
have enjoyed records which have com- 
mended them to investors of the most 
conservative type. The holder of fixed 
trust shares during the last year, 
despite the irregularly downward trend 
of the market, has realized that this 
investment could be liquidated on short 
notice on the basis of existing quota 
tions for the underlying stocks. This, 
of course, has not been the case with 
holders of management trust equities, 
most of which are selling today sub 
stantially below their liquidating values. 

It is agreed that the international 
popularity of the fixed trust is based 


which underlie the principal fixed trusts have been considered for 
years a highly desirable type of bank loan collateral These common 
stocks, generally speaking, are the finest equities available on the 
New York Stock Exchange and the New York Curb Exchange 
and the marketability of these securities has placed them in a pre- 


fixed trust has developed during a 
period of increasing realization of the 
purely investment attributes of common 
stocks. In other words, it is important 
to remember that the demand for fixed 
trust securities is almost completely in- 
vestment demand, that is, a desire on 
the part of the investor to purchase an 
interest in a fixed group of common 
stocks to be held over a period of 
years, 

The collapse of the stock market in 
1929 and the further drastic declines 
which occurred during 1930 proved 
conclusively to the average investor that 
the management available to the aver- 
age trust of the management type is not 
in any way infallible. The majority 
of management trusts since the 1929 
panic have established records which 
are not particularly forceful bids for 
the confidence of the average investor 





eminent position with respect to acceptability as loan collateral.” 


upon a wider and increasing knowledge 
on the part of investors concerning the 
advantages to be derived from a long 
term holding of a grouped common 


stock investment. The 1929 break, 
which occasioned such severe losses 
with respect to innumerable speculative 
accounts, marked the beginning of a 
period during which common. stocks 
have been considered more carefully 
than ever before with a view to deter: 
mining their true investment value and 
the most satisfactory means of securing 
the benefits of such an investment. 
There is insufficient space in this dis- 
cussion to relate the various economic 
developments of the last ten years 
which have promoted a nationwide in 
terest in the security markets of the 
country culminating during the last 
few years in a growing interest in the 
common stocks of our outstanding cor’ 
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porations. These factors, of course, 
were responsible for the aggressive de- 
velopment of the bond market and 
fnally, with a wider realization of the 
investment qualities of high grade 
common stocks, for a far reaching de- 
velopment of the stock market and a 
participation therein by innumerable 
investors who, a comparatively short 
time ago, had never so much as con- 
sidered the purchase of a common 
stock. 

Granting the investment qualities 
known to exist in the instances of our 
leading common stocks and a recogni- 
tion of the elemental principle of 
diversification, we have the principal 
basis for the great popularity of the 
fixed trust today. Fixed trust shares 
are nothing more or less than certifi- 
cates of ownership in a fixed group of 
common stocks deposited usually with 
a nationally known bank as trustee 
against the issuance of the trust shares. 
This investment is in the true sense 
of the word “fixed” in that no substitu- 
tions can be made in the originally 
selected list of stocks. The various fixed 
trusts differ, however, in the provisions 
of their respective trust agreements 
under which the elimination of a stock 
no longer deemed desirable to hold may 
be accomplished. In reviewing speci- 
fically, however, the characteristics of 
the various fixed trusts it becomes ap- 
parent that the two outstanding reasons 
for the success of this new investment 
vehicle are, in the first place, a wider 
recognition of the value of common 
stocks as long term investments and, in 
the second place, the fact that it rep- 
resents not the common stock of a 
corporation which in turn makes its 
own investments, but shares of owner- 
ship in a fixed group of high grade 
common stocks trusteed for the share- 


holders. 


THE QUESTION OF MANAGEMENT 


Much has been heard concerning the 
lack of management represented by the 


fixed trust. These institutions have 
been designated as frozen trusts in 
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which an intelligent administration of 
the investor’s capital is impossible due 
to the rigidity of the device. With 
respect to an intelligent investment 
there is no element more defensible 
than competent management and the 
sponsors of the representative fixed 
trusts readily concede this point. The 
distressing failure of investment man- 
agement, however, during the last two 
years has made it a factor of question- 
able value in the operation of any type 
of trust and many cautious investors 
have come to the conclusion that their 
interests would be best served by pur- 
chasing a fixed trust based upon com- 
mon stocks of a group of outstanding 
corporations with long years of proved 
management and outstanding leadership 
in their respective industries. 

The fixed trust would be utterly in- 
defensible were it based upon any but 
those common stocks which represent 
corporations thoroughly and powerfully 
entrenched in their various fields. 
Granting that an industry which is 
flourishing today may at some future 
date start to decline, it is pointed out 
and with considerable force that cor- 
porations of a character represented 
in the principal fixed trusts have main- 
tained extensive research departments 
for years in which all important de- 
velopments within the industry are 
carefully followed and their possible 
effects upon future operations of the 
company ascertained. In this way these 
companies maintain themselves abreast 
of the times and are usually in a posi- 
tion to profit from, rather than to be 
harmed by, any new competitive de- 
velopments within the industry. We 
all know that scanning the past it is 
possible to cite instances of companies 
which at one time occupied strong 
positions and which subsequently de- 
clined to receivership. Possibly these 
are the exceptions which prove the 
rule. Substantiating the the fixed trust 
idea it would be rather difficult to 
justify a prediction of the failure of 
companies such as American Telephone 
& Telegraph Co., General Electric, 
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Consolidated Gas Company of New 
York, du Pont, etc. 

These companies, with the many 
millions of dollars spent each year for 
commercial and scientific research, are 
veritable trusts within themselves and 
it would indeed require some presump- 
tion on the part of the keenest indus- 
trial analyst to predict that any one 
of them is not’ sufficient to withstand 
any untoward developments which may 
occur within its industry for many 
years to come. It is this type of man- 
agement which the holder of a fixed 
trust enjoys. It is this type of man- 
agement which over a period of years 
constitutes a large part of the invest- 
ment value of high grade common 
stocks. The enormous distribution of 


fixed trust securities indicates somewhat 
conclusively that the average investor 
is willing to place his investment capital 
with the management of these great 
companies as against the trading ability 
of investment management which has 
not proved to be universally satisfac- 


tory. 
BOTH TYPES JUSTIFIABLE 


The sponsors of the representative 
fixed trust hold no brief against trusts 
of the management type in that it is 
felt that both these institutions under 
normal conditions are economically 
justifiable, performing different services 
for the investor. Undoubtedly a shrewd 
management in the case of a manage- 
ment trust over a period of time can 
do more for the investor than he could 
do for himself in the matter of stock 
market trading. On the other hand 
over a period of time it is questionable 
as to whether or not the record of 
this management will be sufficiently 
consistent to overcome the benefits 
proved to result from a long term 
holding of a fixed group of common 
stocks. Statistical evidence prepared 
by notable financial economists during 
the last several years provides ample 
support for the fixed trust theory. 
This is by no means to be taken as 
an intimation that the existence of the 


management type of trust in the 
United States is threatened. Quite the 
reverse is the case, It is an intimation 
however, that the gradually increasing 
intelligence concerning common stocks 
has demonstrated the logical advantages 
which result from the fixed trust, It 
is felt that these advantages will be 
more and more recognized in the future 
regardless of temporary and unimpor- 
tant fluctuations in the stock market, 

It has been maintained by some com- 
mentators that a resumption of bullish 
activity in the stock market would 
result in a diminution in fixed trust 
pepularity and that the pendulum 
would again swing widely toward the 
management type of trust. In view 
of the growing intelligence with re- 
spect to common stocks as long term 
investments, however, and a_ wider 
realization of the extent to which the 
fixed trust assures these advantages, 
indications are that the fixed trust has 
become a _ recognized institution. It 
is probably true that the fixed trust as 
time goes on will be improved and 
standardized with respect to its tech 
nical and administrative features and 
that there will be further improvement 
in the character of the trust service 
provided.. With this prospect in view 
the equitably arganized fixed trust 
should occupy a position of ever in 
creasing importance in the principal 
security markets. 

While many conservative banking in 
terests throughout the country have 
been’ tardy in recognizing the advan: 
tages of the fixed trust, it is interesting 
to note the large number of conserva’ 
tive investment houses and banks which 
in the last year have become con: 
vinced of the soundness of the fixed 
trust and the part which it plays in an 
investment program. In the case of 
the largest fixed trust, various important 
banks and security affiliates of banks 
are actively interested in the distribu 
tion of this security. As pointed out 
previously, within the last several 
months several prominent Wall Street 
banking houses including members of 
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the New York Stock Exchange have 
openly accepted the fixed trust idea by 
having identified themselves with new 
devices of this character. At present 
it is reported that one or two of the 
largest investment banking institutions 
in the country, having become con- 
vinced of the justification for fixed trust 
popularity, have decided to enter this 
field. 


TWO CLASSIFICATIONS OF FIXED TRUST 


Any discussion of the fixed trust will 
be incomplete without a reference to 
the two major classifications into which 
these devices must be divided, namely— 
the maximum distribution type and the 
capital accumulation type. There is 
insufficient space here to discuss _com- 
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results in an important rediversification 
of such returned capital. 

One of the principal criticisms which 
has been leveled at the fixed trusts of 
the maximum distribution type is the 
extent to which the shareholder is led 
to consider capital return as income. 
In the case of the largest fixed trust, 
which, incidentally, is of the maximum 
distribution type, the shareholder is 
specifically notified as to that amount 
of each distribution which constitutes 
a return of capital and is urged to 
take advantage of the reinvestment 
rights permitting reinvestment of this 
capital return at a discount. 

Most fixed trusts of the maximum 
distribution type carry coupons of 
stated amount. These so-called coupon 
rates are usually somewhat higher than 


“While many conservative banking interests throughout the 
country have been tardy in recognizing the advantage of the fixed 
trust, it is interesting to note the large number of conservative 


investment houses and banks which in the last year have become 
convinced of the soundness of the fixed trust and the part which 
it plays in an investment program.” 


prehensively the features of both these 
types. However, to consider briefly the 
maximum distribution type, it is ap- 
parent that distributions received semi- 
annually by shareholders in such a 
trust consist of not only cash dividends 
received on deposited stocks but pro- 
ceeds from the sale of capital items 
such as rights, stock dividends and 
extra shares resulting from split-ups. 
A complete semi-annual distribution 
is thus made to shareholders and the 
latter in most cases are extended semi- 
annually a reinvestment privilege which 
provides for the reinvestment of such 
returned capital in additional trust 
shares. This reinvestment is usually 
made at a discount from the prevail- 
ing asked price and in addition to 
avoiding the confiscation of capital 
which would result from considering 
capital items as completely income, it 


the long term yield of high grade 
common stocks on a cash dividend 
basis. Thus, if the shareholder con- 
siders the stated amount of the coupon 
as income, during most years a slight 
dissipation of capital would result. This 
is not considered serious, however, 
especially if the investment is held over 
a period of years and any distributions 
in excess of this stated coupon rate 
are reinvested. One of the prime 
reasons for the popularity of this type 
of trust is the stated coupon return 
which can be anticipated with demon- 
strated consistency. 

Realizing upon capital profits is in 
no sense of the word a policy lacking 
in conservatism. If the shareholder 
of a fixed trust chooses to use a small 
part of capital return (which, if the 
shares have been heid for some time 
should represent capital accretion 
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actually accruing to him) to augment 
slightly the cash return on the underly- 
ing stocks, he does this with full realiza- 
tion that such additional return rep- 
resents in reality a small capital profit. 
It is quite as though an_ investor, 
having held over a period of years a 
group of stocks which had been subject 
to substantial appreciation, decided 
periodically to augment actual cash re- 
turn by using his capital profit on an 
insignificant portion of the investment. 
Through this practice his major ap- 
preciation program would not be im- 
paired to any extent while at the same 
time his income would be moderately 
augmented. 

If not considered in its true signifi- 
cance the capital depletion to which 
a holder of a fixed trust of the maxi- 
mum distribution type is subject, is 
serious. When considered in its proper 
light, however, and in view of the 
extent to which the reinvestment privi- 
lege is exercised, it becomes of negative 
importance. It is quite apparent, how- 
ever, that to justify considering capital 
distributions as profit to any extent, 
the shareholder should have held the 
trust shares for some time and the 
underlying stocks should have been 
subject to measurable appreciation. 


CAPITAL ACCUMULATION TYPE 


The other classification of the fixed 
trust is known as the capital accumula- 
tion type. Under the terms of such a 
trust the shareholder receives periodi- 
cally the actual cash dividends declared 
on the deposited stocks plus amounts 
representing sale of fractional shares 
which result from time to time from 
stock dividends not evenly applicable 
in full share amounts to all trust units 
outstanding. In a trust of the capital 
accumulation type the shareholder re- 
ceives the advantages of increasing the 
investment most rapidly in those com- 
panies which are making the greatest 
progress and which are most prolific 
with respect to extra distributions. 
Considering investment trust tradition 
the capital accumulation type should 
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exert a wider appeal to the conserva- 
tive investor although it is a fact that 
the largest fixed trusts in the world 
are of the other type. This is un 
doubtedly due to the fact that statistical 
records over a long period of years 
show that it is possible to derive a 
reasonable cash return such as 6 per 
cent. from a group holding of repre. 
sentative common stocks and _ still 
through the reinvestment privilege to 
enjoy a large appreciation of capital. 

It is probably true that to date the 
fixed trust of the maximum distribution 
type has appealed very largely to in- 
vestors of moderate means although 
records show that various large pur: 
chases of such shares have been made. 
With the predominant popularity of 
this type of trust among investors of 
limited means it seems logicai to expect 
that over a period of time the trust of 
the capital accumulation type in addi- 
tion to its appeal to the small investor 
will enjoy an increasing appeal to the 
investor of large means. This appeal 
will be based primarily upon the trust 
service afforded by such a device and 
the fact that this service can be ob 
tained for a comparatively small 
charge. Investors of means who have 
held large lists of common stocks over 
periods of years realize full well the 
many annoying administrative duties 
which attend ownership of such an in- 
vestment. One of the principal func: 
tions of the fixed trust is a performance 
of these many secretarial duties which, 
although annoying, are extremely 
necessary. On this basis it is expected 
that the capital accumulation _ fixed 
trust of the future will exert a very 
definite appeal to investors wishing to 
hold Jarge lists of common stocks with 
a minimum of care and administrative 
detail. 

One of the most important factors 
in the undermining of management 
trust popularity and in the correspond: 
ing ascendency in the acceptance of 
the fixed trust is that of marketability. 
While marketability is not an end in 
making an investment, nevertheless it 
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js an important point to consider in 
the purchase of any security. The 
marketability features of the modern 
unit type of fixed trust are indeed 
unique and provide the investor with a 
degree of marketability which cannot 
be claimed by any other type of invest- 
ment trust. In the case of most fixed 
trusts the shareholder in addition to 
an open dealer market can convert 
these shares directly through the trustee 
either into cash or into the proportion- 
ate amount of underlying stocks them- 
selves. This, of course, establishes the 
marketability of such a trust on a 
basis comparable with that of the stocks 
themselves. Innumerable investors who 
have found themselves unable during 
the last year to liquidate management 
trust stocks at anything like breakup 
values have become firmly convinced of 
the desirability of the unit type fixed 
trust with respect to a high degree of 
marketability. 

In view of the large and increasing 
volume of fixed trust shares outstand- 
ing it is natural that bankers through- 
out the country should have been ap- 
proached with a view to granting loans 
on the basis of trust shares as collateral. 
While in many cases bankers have 
failed to realize the unusual market- 
ability features of the larger fixed trusts 
and refused such credit, it is a fact that 
most bankers today have come to 
realize the unusual marketability which 
the fixed trust provides and are conse- 
quently willing in many cases to ex- 


tend bank credit against such securi- 
ties. 


UNDERLYING STOCKS 


It should be significant to the banker 
that the common stocks which underlie 
the principal fixed trusts have been 
considered for years a highly’ desirable 


type of bank loan collateral. These 
common stocks, generally speaking, are 
the finest equities available on the New 
York Stock Exchange and the New 
York Curb Exchange and the market- 
ability of these securities has placed 
them in a preeminent position with 


respect to acceptability as loan col- 
lateral. The principal point to be 
borne in mind by the banker in the 
extension of credit on the basis of 
fixed trusts is the fact that these shares 
can be converted readily into the de- 
posited stocks, which means that the 
marketability of the trust shares is, in 
effect, the same as that of the stocks 
which underlie them. While in the 
case of many banks it has been an 
established practice for years not to 
extend credit on the basis of collateral, 
the per share value of which is below 
$10, it is being increasingly recognized 
that this objection is without validity 
in the case of the principal fixed trusts, 
the shares of which are directly con- 
vertible into the highest grade and, in 
many cases, the highest price common 
stocks listed on the principal exchanges. 

In addition to the marketability 
features of the fixed trust the moderate 
original or loading charge has been an 
important factor in moulding a wide- 
spread interest in this type of invest- 
ment. Whereas investors at large have 
been quick to realize the unique ad- 
vantages offered by the fixed trust they 
have been noné the less ready to recog- 
nize the fairness of the charge paid 
for the trust service in the cases of 
most fixed trusts. An original loading 
charge ranging: from 1% of 1 per cent. 
to Y, of 1 per cent. annually cannot 
be considered as excessive in view of 
the valuable service which the investor 
receives from a well organized fixed 
trust and it is within this range that 
the average so-called loading charge 
falls. A detailed discussion of the 
loading charges and various technicali- 
ties incidental to price make-up are 
irrelevant to this discussion. It is safe 
to conclude, however, that the whole 
process of fixed trust organization and 
administration will be further stand- 
ardized as the public demand for this 
type of investment increases and as the 
sagacity of the average buyer of fixed 
trust shares becomes more acute. 

The extent to which new fixed trusts 
have been organized during the last 
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several months would seem to have 
introduced a number of trusts the 
future of which is at best somewhat 
doubtful. With the passage of time 
it is probable that prominent banking 
organizations will become identified 
with large and important fixed trusts 
and that those institutions which are 
inadequately sponsored will inevitably 
pass into oblivion. In the purchase of 
the shares of any fixed trust the in- 
vestor should give careful consideration, 
in addition to the features of the trust 
under consideration, to the prestige and 
importance of the sponsoring bankers. 
Sponsorship is an exceedingly impor- 
tant factor in the administration of 


any fixed trust and should not be un- 
duly minimized by the investor con- 
sidering the purchase of a fixed trust. 


While the managerial functions of the 
depositor organizations associated with 
the fixed trusts are specifically limited, 
there might be numerous contingencies 
over the life of such an investment 
wherein a high grade sponsorship would 
prove of inestimable value to the share- 
holder. 

Throughout years of investment ex 
perience numerous individuals have 
learned of the advantages of dealing in 
securities offered and sponsored by 
banking organizations of recognized 
standing. It is felt by the sponsors of 
the largest fixed trust that this situa 
tion will develop to a considerable 
extent in the fixed trust field. In other 
words, those trusts which today enjoy 
the strongest and most permanent spon- 
sorship will eventually best serve the 
investor. 





Part of a train-load of thirty-eight cars, containing one-half of a huge vault being 

constructed by the York Safe and Lock Co., York, Pa., for the Bank of Japan, Toyko. 

The vault, which will be the largest in the world, it is said, will be 187 by 83 feet 
and two stories in height. 





Penny Scales for Thrift 


A Suggestion for Converting into Savings Accounts the Coins 
Deposited in Weighing Machines 


By WANDA Moore 


to save their money, but too often 

the would-be depositor has an in- 
feriority complex. He does not think 
the bank would be interested in his 
loose change. He puts the dollars of 
his salary or wages in circulation so 
quickly that he does not see his way 
clear toward walking into a bank with 
even one dollar to start a savings ac- 
count. 

Savings banks have tried all sorts 
of schemes to get the first dollar started. 
One of the favorite plans has been to 
give out coin banks to be returned 
to the bank when filled, but there are 
so many ways for nickels and dimes to 
be spent that this does not always get 
the recruit. 

Pennies? That is different. No one 
takes them very seriously in spite of 
the adage “Look out for the pence.” 
Pennies literally roll away and people 
find them a great nuisance when they 
accumulate in their pockets or change 
purses, yet fortunes are being made in 
these cents and the penny scales and 
vending machines take them in by the 
tons. 

According to a report from Wash- 
ington the value of cents in circula- 
tion in the country today is about 
$40,000,000, which is 4,000,000,000 
pennies, and this allows for an alarm- 
ing number which disappear in cracks 
and are never seen again. 

But the amount of the cents and 
nickels harvested by slot and vending 
machines is a startling aggregate. 

One has only to know a few statis- 
tics to see how profitable slot machines 
are. The telephone booths yield about 
16,000,000 nickels a month in New 
York City alone. It has been stated 
that one chain of ten cent stores makes 


[ should not be hard to get people 


an annual profit of $600,000 from the 
penny scales placed in their stores. A 
theater chain makes a similar profit 
from scales in the lobbies and lavatories 
of its theaters. 

Instead of letting all these pennies 
slip away from possible bank accounts, 
why do not saving banks install penny 
scales, not only in the banks, but 
wherever space can be rented? 

The cost of the cards which the 
penny scales yield, with arrow pointing 
at the weight of the operator, could 
be charged to advertising as well as 
the scales and rental spaces. Instead 
of a “fortune” on the back of the 
weight card should be a number, the 
number of the scale. There should also 
be printed, “This is a receipt for one 
cent. Bring or send fifty of them from 
any of our bank scales to Bank 
to start a savings account.” 

It is better to start these thrift ac- 
counts at half a dollar, instead of one 
dollar, for fewer receipts would be 
lost. 

Also, when a certain number of 
receipts are in hand it is a natural 
impulse to bring along loose pennies 
with the receipts. If a bank does not 
scorn pennies neither would a depositor. 

There are thousands of people who 
get weighed every day. They are 
anxious about their weight, they are 
either too thin or too fat, generally too 
fat. To get their weight and get their 
cent back in the form of a receipt from 
a savings bank would be a novel idea 
that would stimulate saving more than 
any amount of lectures of thrift. 

The vending machine concerns have 
found out that if two scales are placed 
side by side many people will get 
weighed on each. This is to prove 
that the first scale is right. But if a 
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weighing machine customer knew he 
was saving nickels as well as pennies 
he would pay five cents ‘to be weighed 
if he did not have a penny, or even if 
he did. 


NEED NOT SELL PEANUTS 


Savings banks could hardly go into 
the business of dispensing peanuts and 
candy as other owners of vending ma- 
chines do, but they could dispense 
blotters with some thrift advice printed 
on them to drop from the slot at the 
same time the five-cent receipt appeared 
after pushing the plunger. 

When the machines were emptied the 
bank would record the amount under 
the number of the scales, each having 
a different number. When individuals 
brought in receipts to start or add to 
an account the receipts would check 
against the money received from the 
scale or scales of like numbers. The 


bookkeeping would be an _ accessory 
after the fact of deposit, instead of 


at the same time. 

Some receipts would be lost, and 
pennies not claimed by receipts would 
go toward cost of maintenance, and to 
cover bad coins which will find their 
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way into all weighing and slot ma- 
chines. There are not as many found 
in scales as in vending machines selling 
candy or chewing gum, but there would 
be some. The average person, however, 
parts with good money. Apparently 
it fascinates the majority of people to 
push money through a slot. 

Penny scales have not been used 
before to advertise any course of human 
action. They have merely weighed 
people curious about their weight, or 
given back some commodity in return 
for a coin—never the full value of the 
money, for the person using vending 
machines pays a premium for getting 
his peanuts, chewing gum or candy in 
out-of-the-way places. (How many 
people would get weighed if they had 
to go to one certain place to do it?) 
They offer a suggestion to render a 
service or supply refreshment in wait- 
ing moments or when a_ purchase 
would be otherwise impossible. 

People would be interested in start- 
ing a savings account in such a novel 
way, the savings bank would reap a 
rich return and the bank’s name would 
get much valuable advertising, with its 
scales being constantly before the 
public. 





...and 51,500,000 a day to back it! 


FAITH is moving mountains— 
of telephone poles. Faith is add- 
ing 12 miles of telephone wire 
every minute to the Bell System. 
Confidence in the country’s busi- 
ness future is taking tangible 
form today. 

The Bell System is backing 
its confidence by spending an 
average of $1,500,000 every 
working day for new construc- 
tion. It bases its outlay not on 
groundless optimism but on op- 
timism borne out by facts. The 


need and desire for telephone 
service keep right on through 
good times and bad. 

Progressiveness in the Bell 
System is tempered by healthy 
conservatism. This is true of its 
management and its financing. 
For more than 45 years it has 
earned eachyear the total amount 
of dividends paid and something 
for surplus, as a margin of 
safety. 

May we send you a copy of our 
booklet, ““Some Financial Facts’’ ? 
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Financial Editor of the “New York Evening Post” 


MARCH, 1931 


Banks, Bonds and Bonus 


into the month of April when we 

normally expect our business 
dreams of February and March to turn 
into realities, if they were more than 
illusions, but this year that month looms 
as one of the most critical in this entire 
business depression. 

February and March this year have 
brought the usual improvement in busi- 
ness that comes with the seasons, but 
they have brought no more. An arrest 
of the downturn in industry manifest 
in January and emphasized in February 
was enough to prepare the way for a 


Tio days more will carry us 


psychological uplift in sentiment not 
enjoyed since a year ago when the 
country was expecting a “spring” re- 


covery. Partly this improvement in 
sentiment results from mistaking a sea- 
sonal recovery in business for something 
more fundamental. With April we will 
begin to test these developments. We 
can then better separate fact and fancy. 

Year in and year out any banker can 
tell you business moves in seasonal 
waves. It comes to a high point in 
spring, declines until about July and 
then moves steadily forward to October 
when the high point of the entire year 
normally is reached. On this general 
movement of the seasons all business 
men are informed. Confusion arises 
when you attempt to time the “spring™ 
peak. That is inevitable. Not all in- 
dustries attain their period of maximum 
effort at the same place on the calendar 
in the initial six months. In conse- 
quence it is the general impression that 
the “spring” rise in business comes 
along in the spring months and attains 
Its top near May. 


Bankers who reckon on a 1931 sea- 
sonal bulge up to April or May reckon 
on a cyclical happen-stance that is not 
promised in precedent. Turn to the 
various business indices for this country 
and you will find a striking agreement 
on this point. In making corrections 
for seasonal variation one leading in- 
dex is constructed on the assumption, 
drawn after investigation back through 
the years, that business feels its maxi- 
mum seasonal impulse toward improve- 
ment in February. It turns downward 
in March. The decline continues to 
July. 

Still another leading index assumes 
that business in March will feel an im- 
pulse equally strong but no stronger 
than February. And still another as- 
sumes that the impulse in March is 
stronger than that in February. 

But no leading business index in this 
country reckons that this seasonal bulge 
which we commonly call the “spring” 
rise will last longer than March. In 
interpreting the movements in business 
at this time these seasonal factors so 
often misunderstood must be considered. 
They mark ground for determination 
shortly of the stage of this depression 
now reached. They make it seem likely 
that the next two months will be critical 
months to watch. 

If in the next two months business 
maintains a dead level of activity with 
February and March many an optimist 
will turn pessimist from disappointment 
over the failure of a “spring” rise which 
he is unable to recognize. For the nor- 
mal course in business from March on 
is downward and maintenance of the 
February-March rate will in effect rep- 
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Bonps ConTINUE RisE AFTER BusINEss BEGINS RECOVERY 


Above is a chart prepared by Col. Leonard P. Ayres of the Cleveland Trust Com- 
pany that shows the very close relation between the movements in bond prices and 


business. 


The graph illustrates what is emphasized in the accompanying article that 


bonds usually continue strong in periods like the present until business. from its 
depression low reaches normal on the upswing. 


resent improvement. It will 


indeed 


mark the first improvement in this era 
of the cycle and will be generally ac- 
cepted as indication that recovery once 


more is on its way. 

Complexities for the banker multiply 
fast in periods of business change but 
the termination of the initial quarter of 
1931 introduces peculiarly puzzling 
problems for the banker with respect to 
his bond portfolio. If depression has 
reached its bottom should the banker 
sell his long-term bonds? Even when 
he can answer that question satisfac- 
torily to himself in the affirmative. the 
course is not clear. Then he must pro 
ceed to answer another question. How 
will the new bonus legislation affect the 
bank’s bond position? 

Popular theory has it that when bot- 
tom is touched in a business depression 
you reach a point in market fluctuations 
when the bank should liquidate its 
bonds. Superficially the theory sounds 
plausible. You may argue that once the 
worst is over in business investors will 
turn from bonds promptly into stocks. 
Their liquidation of bonds will drive 
bond quotations down. But it does not 
work that way. 


Vast numbers of prospective investors 
refuse to purchase securities of any de- 
scription so long as business is heading 
downward. If bottom seems reached 
in industry they will not even buy 
bonds. Consequently with the approach- 
ing recovery in business and restored 
confidence comes a_ vastly increased 
volume of funds seeking employment 
through the bond market. These funds 
more than offset funds lost to the bond 
market at that stage of the cycle 
through liquidation by investors switch: 
ing from bonds to stocks. 

Go back to the low points in busi- 
ness for various depressions in history 
and you will find no single important 
exception to the rule that bonds usually 
turn upward before business but they 
invariably proceed upward many months 
after the turn in industry. 

Interesting it is in this connection to 
examine a recent study by Dr. Fred R. 
Macaulay of the staff of the National 
Bureau of Economic Research on the 
relation of bond yields to business re’ 
covery in which he makes the follow 
ing observations: 

“With a recent interruption, the 
yields of high-grade bonds have been 
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falling since September, 1929.  Ex- 
tremely low short-time interest rates, 
falling commodity prices and depressed 
general business suggest strongly that 
the recent advance in the yields of high- 
grade bonds was merely an interrup- 
tion of a downward trend whose end 
is not in sight. Such a downward 
movement of bond yields is a usual 
forerunner of business recovery. 

“While it is no part of the work of 
the National Bureau to make forecasts 
of business conditions, it seems eminently 
proper to summarize the results of our 
investigations of past experiences. With 
a very considerable range in the time 
of lag and with a number of actual 
exceptions as to even the order, certain 
financial factors tend to turn before a 
turn in general business. First, a peak 
is reached in call money rates, then a 
peak in time money rates and com- 
mercial paper rates, then a peak in the 
yield of high-grade bonds, then a peak 
in the yield of second-grade bonds, then 
a low in stock prices. 

“When this sequence has been com- 
pleted, business recovery, as measured 


by bank clearings, pig iron production, 
etc., is generally not many months 
away. Sometimes business recovery be- 
gins before the above sequence is com- 
pleted. At present the action of 
second-grade bonds and common stocks 
in making new lows is the uncertain 
element in the situation. On the other 
hand, if business recovery were to be 
delayed many months, the lag after the 
peak in call money, time money, com- 
mercial paper and high-grade bond 
yields would be unusually long.” 

This particular phase of the study is 
important primarily for the barometric 
relation between bonds and business but 
for the banker confronted with present 
uncertainties it is more significant that 
once bottom in business is touched 
bonds continue to move upward for 
many months.. Running back over 
charts of bond prices and business one 
hundred and fifty years you are war- 
ranted in drawing some helpful con- 
clusions. In almost every instance bond 
prices in the past have continued their 
movement upward until business on its 
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Long-Term Trend of Bond Prices* 


Historical precedent shows that the long-term trend 
of bond prices usually follows, inversely, the move- 
ment of commodity prices. Accumulating evidence 
now indicates that this trend is decidedly upward. 

In the past few years, the experience of banks hav- 
ing long-term bond portfolios, in many instances, has 
not been a happy one. It would, however, be exceed- 
ingly unwise to use this background as a basis on which 
to formulate any sound policy of investment. It is as- 
sumed that the secondary reserve requirements of banks 
will be met by the judicious selection of short-term 
securities maturing at regular intervals, as well as other 
recognized secondary reserve assets. 

To the commercial banker, these conclusions indi- 
cate that he can with safety invest the excess funds of 
his institution in long-term bonds, with every assurance 
that he is taking advantage of the long-term trend. 


*This is the subject of an article 
written by one of our executives 
which is available upon request. 
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way up from depression lows reaches 
normal. That was true in the recovery 
that followed the depressions of .1884, 
1903, 1907, 1914 and 1921. The rule 
holds for most of the minor depressions 
witnessed as well in the last half cen- 
tury. 

If precedent is any guide in this re- 
spect bond prices will continue to move 
toward higher levels until our general 
business curve rises from its present 
position of more than 25 per cent. be- 
low computed normal to normal. Au- 
thorities generally agree that even if 
the turn has come it will be early 1932 
before business on the upswing reaches 
normal. It suggests not only the pos- 
sibility but the probability, unless all 
rules of history mean nothing, of an 
improved bond market through 1931. 

Now bonds battle the banker for 
reasons none too easy to explain away 
and which will lead many a shrewd 
banker to lighten his load of corporate 
bonds before he reaches this point on 
the chart when theoretically bond prices 
reach top. First of all every banker 
appreciates that psychology in recent 
years has cut across history in making 
the market for bonds violate some old 
rules. 

The speculative orgy in stocks that 
culminated in the 1929 panic left thou- 
sands of American investors with all 
their heartaches more in love with 
stocks than bonds. To this old love 
they will return once encouraged long 
enough by bulging stock quotations. 
Any banker who confines his judgments 
to conclusions based on historic prece- 
dents is likely to go wrong unless in 
studying his bond history he keeps 
freshly in mind his recent stock market 
history. 

Apart from that the bond market in 
the last few months has suffered two 
jolts not easy to forget. Late last year 
the collapse of the Bank of United 
States touched off a short but violent 
wave of selling in bonds that momen- 
tarily shook the faith of some investors. 
It took only a few weeks for the mar- 
ket to demonstrate its inherent strength 
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and by January this year the hearty 
reception given a rising volume of new 
bonds showed that we were once more 
in a good bond market. 

Then came the second jolt. Rumors 
of veteran legislation that might neces- 
sitate a $3,400,000,000 flotation of Gov- 
ernment bonds aroused fears throughout 
the financial district and not only drove 
Government bonds down sharply’ but 
paralyzed the market in new issues for 
the entire month of February. 

That the law as eventually enacted 
opens the door to future legislation un- 
favorable to business is not denied but 
the market has fully discounted appar- 
ently the evil effects of the statute in its 
present modified form. The legislation 
has postponed slightly the flotation of 
some important new issues but the 
market for Government bonds is sufh- 
ciently broad to absorb treasury offer- 
ings in response to veteran demands 
and to leave the way open once more 
for bonds to proceed on their 1931 way. 
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The directors’ room in the new sixteen-story building of the Union Industrial Trust 
and Savings Bank, Flint, Mich., is paneled in walnut. The table is of walnut inlaid 
with rare woods. 


Simplicity of design and spaciousness characterize the banking room in the Union 
Industrial Trust and Savings Bank, Flint, Mich. The room is three stories high and 
modernistic in design. 





Bond Prices Should Tend Upward 


An Analysis of Factors of Supply and Demand Shows that the 
Banker May Buy Long-Term Bonds with Safety 


By Rosert S. ByFIELD 
Vice-president of Ames, Emerich & Co., Inc. 


HE bull market of 1928 and 
Te, with the attendant fall in 

bond prices from the level reached 
early in 1928, gave rise to much ques- 
tioning of the future of bond prices 
and even of bonds themselves as long 
term investments. A comparison of 
the merits of bonds and common stocks 
as long-term investments is not within 
the scope of this article. Such a dis 
cussion could lead only to academic con- 
clusions built upon a purely statistical 
foundation, and would largely ignore 
the more practical phases of the ques- 
tion. To prove that a group of com- 
mon stocks over a given ten or twenty- 
year period would show a greater net 
return than a group of high-grade 
bonds, is perhaps easy. This is of no 
interest to life insurance companies, 
who cannot buy common stocks, or to 
institutions such as banks who deal 
in contracts to pay in dollars. To fire 
and casualty insurance companies and 
investment trusts who can maintain in- 
stitutional impersonality, or who can 
utilize the advantages of a continuous 
in-flow of money, this conclusion is of 
great value. The stock market crash of 
1929 and 1930 has, however, taught 
individual investors that while common 
stocks undoubtedly have the advantages 
over long-term, high-grade bonds 
claimed for them by numerous financial 
writers, such advantages are only the 
just compensation for the assumption of 
greater business risks, and the subjec- 
tion of their capital investment to far 
more volatility and instability in mar- 
ket value and income. It is rather safe 
to say, therefore, that long-term, high- 
grade bonds have again resumed their 
position in the investment scheme of 
things and have suffered no permanent 


impairment as an investment vehicle 
despite the distorted financial view- 
point of 1928 and 1929. 

Hence, in the writer’s opinion, the 
sensitiveness of the prices of long-term 
bonds to the usual factors having a 
bearing thereon, has not been lessened 
by any of the events of 1928 and 


© ira t. Hier 
Rosert S. BYFIELD 


1929, and the case for an upward 
trend of bond prices for many years 
is very strong. 

Historical precedent indicates that the 
long-term trend of bond prices is a 
rough inversion of the long-term swings 
of commodity prices. The two major 
downward swings of commodity prices 
followed respectively the Napoleonic 
wars and our own Civil War. A 
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similar declining tendency has set in 
since the peak of commodity prices was 
reached in 1920 after the Worid War, 
and, at the moment, we see no factors 
which may interrupt a further gradual 
decline for a period of years. This 
close inverse relationship between bond 
prices and commodity prices is axio- 
matic, as bonds are gold or currency 
contracts, and a fall in the commodity 
price level is merely one way of ex- 
pressing a rise in the value of gold in 
relation to commodities. The writer 
does not see that a rising standard of 
living would have much influence on 
the level of commodity prices. The 
only factor which might bring about a 
rising commodity price level and re- 
verse historical precedent, would be 
the discovery of large new supplies of 
gold, or the decline of the commodity 
price level to a point, which, coupled 
with improved mining methods, would 
make it possible to greatly increase 
the; output of mines already in exis- 
tence. 


In addition to, and super-imposed 
upgn, this probable world trend of 
commodity prices is the fact that like- 


wise, in accordance with historical 
precedent, the United States should 
become gradually a lower and lower 
money market. New and unexploited 
countries have traditionally high money 
markets, and, generally speaking, the 
older a country becomes in point of 
view of economic development, the 
lower money rates should fall, other 
things being equal. A declining rate 
of increase in our population should 
hasten this trend. 

Any prognostication of the future 
course of money rates in the United 
States, over and above the primary 
secular trend, must naturally involve a 
mere intimate discussion of the de- 
mand for and supply of capital, and 
let us therefore consider briefly one 
by one the possible sources of demand 
for long-term capital, and also examine 
the possible supplies thereof over the 
next ten or fifteen years: 


(A) For the Railroads 


The requirements of our railroads 
for new money for construction will 
probably be comparatively small. The 
major railroad systems were constructed 
many years ago and with the excep- 
tion of occasional branch lines, cut-offs 
and short mileages for special purposes, 
we cannot see where there is much 
chance for a renewed program of rail- 
road building. The post-war recon- 
struction of the railroads on account 
of their neglect during the period of 
Government operation is completed. 
They are at the present time at a high 
stage of efficiency. Track and rolling 
stock are well maintained. The only 
possible demand from the railroads for 
considerable sums of money for the 
next ten years might be for electrifica- 
tion purposes such as the programs 
which the Illinois Central, the Pennsyl- 
vania, and the Lackawanna have re- 
cently undertaken. 


(B) For Building Construction 


In 1920 the cities of the country 
were greatly under-built. There had 
been a minimum of construction for 
housing and office purposes during the 
war. Due to the tremendous volume 
of operations of all classes during the 
period from 1922 to 1929, we feel 
safe in stating that the country has 
more than caught up with its building 
requirements for housing and office 
purposes. It is true, of course, that we 
shall need large amounts of mortgage 
money each year, for housing must 
keep pace with an ever-growing popu- 
lation. Nevertheless, we should not be 
faced with any extraordinary demands 
and the requirements of the period in 
prospect should be relatively smaller 
per capita than of the period from 
1922 to 1930. 


(C) For Industry 


The post-war slump of 1920-21 
forced hundreds of large industrial 
concerns into the money market for 
the refunding of bank loans and the 
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replacement of shrinkages in working 
capital due to inventory losses. Con- 
cerns of the highest credit who had 
never before come to the public for 
money were forced to issue securities 
at high coupon rates. Since 1922 a 
great change has taken place. A great 
volume of corporation securities issued 
in time of distress has been paid off 
out of earnings or whittled down 
through the operation of sinking funds. 
Many of the major industries of the 
country not only do not owe their 
banks any money, but it is obvious that 
they will not be borrowers for a long 
time. The major part of industrial 
financing of the last three or four 
years has been either for the purpose of 
refunding or for the purpose of buying 
out the owners of businesses who them- 
selves promptly took the proceeds and 
reinvested them in other securities, 
thereby draining the money market to 
no extent whatsoever. Ultimately 
normal growth will again call for some 
plant expansion but generally speaking 
such expansion on a large scale appears 
to be a good many years off. Current 
requirements on the part of industry as 
a whole will be taken care of largely 
by the reinvestment of earnings. 


(D) For Public Utilities 


The field of public utilities, that is, 
the electric light, gas, power and water 
companies, is one to which we must 
frankly look for a considerable absorp- 
tion of new capital for some time. 
This is an electrical age. The demands 
for electric current are increasing yearly 
and the money market will be called 
upon to finance a large proportion of 
new central station construction and 
equipment and _ distribution systems 
which on account of the nature of the 
business cannot be taken care of out of 
current earnings. There will be a similar 
expansion, although much smaller, on 
the part of the water companies. 


(E) For State and Municipal Needs 


In the field of state and municipal 


trowing we may expect a large 
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volume but we feel that there should 
be no per capita increase. Public 
financing of the period 1921 to 1926 
has been characterized by some large 
outlays for soldier bonuses and high- 
ways. The soldier bonus financing on 
the part of the states is definitely past 
and while there will be, of course, 
demands in the future for new roads 
and the maintenance of existing high- 
ways, we feel that the peak of such 
demands has been passed. There is a 
growing tendency to finance road build- 
ing and maintenance through gasoline 
taxes and we may expect to find the 
states turning to this form of raising 
money in preference to the issuance of 

n 

Similar influences were at work upon 
the volume of public building during 
these years as obtained in the case of 
housing construction. | Requirements 
for public buildings were kept to a 
minimum during the war and the im- 
mediate post-war period resulted in a 
large increase of borrowing for this 
purpose. The demands for this char- 
acter of building should now be more 
nearly normal. 


(F) For Foreign Borrowings 


The emergence of the United States 
as a creditor nation after the war is, 
of course, one of the important 
economic phenomena of the Twentieth 
Century. Since 1920 we have loaned 
many billions abroad. In 1927 this 
borrowing reached its peak at over 
$1,000,000,000. Generally speaking, 
we may expect to see these demands 
grow less rather than increase for, as 
the reconstruction of Europe progresses, 
the various countries may be expected 
to care for more and more of their 
requirements at home. Already the 
demand for funds on the part of Great 
Britain, Holland, Sweden, Norway, 
Denmark, France, Belgium and Switzer- 
land has practically dried up. There 
will, of course, be special demands of 
an extraordinary nature, but these 
countries normally have money markets 
as low if not lower than our own. We 
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will still be called upon to finance a 
good part of the requirements of eastern 
and central European countries. 

From South and Central America, 
however, we may look to rather steady 
borrowing. These are still new coun- 
tries in the general sense and they will 
for many years look to us to supply 
them with funds. However, the Eng- 
lish, French, Swiss and Dutch markets 
may be relied upon in the future to 
take a certain proportion of these 
securities which they would not have 
been able to do prior to 1930, and, as 
the other various continental money 
markets recover, they should serve to 
reduce the demands upon the New 
York market. 


SOURCES OF NEW CAPITAL 


It is evident that the principal sources 
of demand for capital, as briefly out- 
lined above, cannot be adequately 
measured quantitatively. Nevertheless, 
by examining now the sources of new 
capital, the possible strength of the two 
groups of factors may be gauged 
roughly one against another. 

(A} Reduction of the 
Debt 


From a peak of $26,000,000,000 in 
1920, the outstanding debt of the 
Federal Government has been reduced 
to approximately $16,000,000,000 at 
the present time. Despite the possible 
temporary interruption of this down- 
ward trend during the present depres- 
sion, it is reasonable to assume that re- 
tirements will continue under normal 
conditions. The future of the steady 
release of capital through this method 
cannot be stressed too greatly, and it 
is doubtless a large factor in providing 
capital funds. 


Government 


(B) The Growth ofi Savings Deposits 


Habits of thrift were inculcated in 
the minds of the American people 
through the Liberty Loan and War 
Savings Stamp campaigns. Literally 


millions of small wage earners can 
trace their first savings from this point. 
Since then, the savings banks, and to a 
large degree the commercial banks, with 
their savings or thrift departments, have 
effected tremendous increases in sav- 
ings accounts all over the country. In 
New York State alone savings deposits 
have doubled since the close of the 
war and in commercial banks time de- 
posits have increased thirteen-fold since 
1914. Savings deposits all over the 
country may be expected to mount 
higher from year to year with some 
possible interruptions of a purely 
temporary nature, such as occurred in 
1929. Cognizance of this trend has 


been taken by the various state bank- 
ing authorities in opening up from time 
to time new avenues of investment for 
the savings banks through the addition 
of suitable bonds to the legal list. 


(C) The Growth of the Insurance 
Companies 


Statistics of insurance company assets 
and of their steady growth throughout 
the years dwarf the imagination. 
Nothing like it was ever seen in the 
history of the world. There is today 
$108,000,000,000 of life insurance in 
force and insurance specialists tell us 
that this is only a beginning. Life in- 
surance as well as the other forms of 
insurance, that is, casualty, fire and the 
like, are to some extent handmaidens 
of our prosperity. Life insurance is a 
form of saving as well as a protection. 
There are 250,000 life insurance agents 
and brokers in this country, each 
preaching daily the gospel of insurance 
and each in a sense contributing to 
the piling up of our already vast sup- 
ply of capital, as the premiums from 
insurance must immediately be invested 
by the recipient companies. 

As a result, our great insurance com- 
panies are almost continuously in the 
market for sound securities. From time 
to time, in periods of depression, the 
amount of funds available for new in- 
vestments may be temporarily cut down 
due to the necessity of making policy 
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loans, as occurred in 1929 and 1930, 
but such situations may be considered 
as mere incidents in the general trend. 


(D) Corporation Surpluses 


Since 1921 the great corporations of 
the country have, generally speaking, 
emerged from their period of depen- 
dence upon the banks and have largely 
paid off their bank loans out of profits 
and permanent financing. Half a 
decade of prosperity and conservative 
dividend policies have piled up literally 
billions of dollars in the treasuries of 
corporations available for investment in 
short-term or other securities or lending 
out on call. This vast reservoir of 
capital is growing and each year of 
prosperity should increase it still 
further. The American idea of cor- 
poration dividend policy has been a 
happy one. It has resulted in the con- 
servation of a considerable proportion 
of profits instead of paying out prac- 
tically all such profits in the form of 
dividends, such as has been more nearly 
the custom in Great Britain and on the 
Continent for many years. The Ameri- 
can stockholding public does not de- 
mand such liberal dividends as, for 
example, the English investor. It has 
up to date been generally satisfied to use 
earnings as its guide to the purchase 
of common: shares rather than the 
amount of dividends paid. The prices 
of common stocks in this country sell 
today on a basis of earnings rather 
than of dividends and again this is a 
fortunate factor in that it tends to re- 
press a clamor on the part of stdck- 
holders to force their corporations to 
pay out larger proportions of their 
earnings in dividends. Thus, today 
our large corporations are tremendous 
potential buyers of securities for their 
reserve funds. 


(E) Sinking Funds and Serial Maturi- 


ties 


The 


utilization of comparatively 
heavy 


sinking funds in corporate 
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finance is a practice which has grown 
up since 1914. In the days of the 
great post-war depression of 1920 and 
1921 heavy sinking funds and serial 
repayments were devised in the in- 
terests of safeguarding the investor. 
Prior to 1914 they were not so gener- 
ally used. Besides, the beginnings of 
our foreign financing after the war 
brought forth a great many high 
coupon loans with large sinking funds. 
Foreign governments and municipalities 
looking for funds at almost any price 
were willing to submit to what they 
considered onerous interest rates and 
repayment provisions. As a_ result 
largely of these factors, the sinking 
fund or the serial repayment has be- 
come an important factor in our 
present-day corporation and foreign 
financing. This applies not only to 
corporation bonds and notes but to 
preferred stocks and foreign corporation 
bonds as well as foreign government 
and municipal securities. The serial 
maturity was practically unknown in 
European finance prior to the borrow- 
ings of certain German cities in 
America in 1925. However, American 
states and municipalities learned many 
years ago that the serial maturity is a 
definite aid to honest finance and to 
the policy of keeping state and muni- 
cipal debts within reasonable bounds. 
The majority of our municipal and 
state financing today is done through 


‘the issuance of serial obligations. 


The great result of all these factors 
is that there is a continuous automatic 
pumping of money back into the market 
seeking investment through the thou- 
sands of sinking funds which are operat- 
ing and the many serial maturities 
which become due each month. This 
release of funds to the market is an 
increasing one. It means that American 
finance has somewhat safeguarded its 
future by insisting that debts be repaid 
in instalments and not allowed to run 
on and on until they have to be re- 
funded. It is frankly one of the most 
cheerful aspects of the future of our 
capital supply. 
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(F) Individual Capital Accumulation 


The private wealth of the great mass 
of American people is, of course, the 
great backlog of our supply of new 
capital. Years of prosperity and the 
accumulation of sound securities by 
millions of investors throughout the 
country automatically make for greater 
purchasing power in terms of new 
securities. Money, if left to accumu- 
late, works through the inexorable force 
of compound interest. Theoretically, 
if the individual holders of the billions 
of dollars of interest and dividend- 
bearing securities in the country used 
the interest and the dividends from 
their securities for the sole purpose of 
purchasing new bonds and stocks and 
not for the purchase of commodities, 
we would have great difficulty in sup- 
plying them with investments. As a 
matter of fact, not all the income 
from these securities is reinvested. 
Nevertheless, it is safe to assume that 
a larger amount each year will be re- 
invested. No one can guess how great 
the rate of increase will be, but the 
great forces of compound interest are 
at work here. Normally, the capacity 
of the investor to absorb new issues of 
securities should increase annually. 

It is impossible, of course, to measure 
the demands for and sources of supply 
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of capital with mathematical accuracy. 
Nevertheless, the weight of evidence 
seems to point to a gradual decrease of 
money rates, and bond prices may be 
expected to experience a definite up- 
ward trend. There will be short 
periods of reactions which may run 
counter to the long-term trend, but they 
are only a part of the general move- 
ment. 

To the commercial banker, these con- 
clusions indicate that he can with safety 
invest the excess funds of his institu- 
tion in long-term bonds, with every 
assurance that he is taking advantage 
of the long-term trend. The experience 
of banks with portfolios of long-term 
bonds has, in the last few years, not 
been a happy one in many cases, but 
it should be remembered that to con- 
sider only the immediate background is 
dangerous in formulating any policy of 
investment. It is assumed that the 
secondary reserve requirements of banks 
will be met by the judicious selection of 
properly rotated short-term maturities, 
as well as other recognized secondary 
reserve assets. Nevertheless, the far- 
sighted banker is charged with the 
responsibility of taking every possible 
advantage of the long-term trend of 
bond prices in the construction and 
management of his investment account. 
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Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MaGazZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems,-THE BANKERS MaGazINE, 71-73 Murray Street, New York. 


UESTION: We have a good many 

borrowing accounts, and I suppose 
the same condition exists with other 
banks, where the credit is unquestion- 
ably good, but where the principals are 
sensitive about giving out as much in- 
formation as the banks should have. 
Criticism is frequently made of such 
loans by the bank examiners, but there 
is a certain amount of fear about ask- 
ing for the data which should be fur- 
nished because of the possibility of 
losing the business. This, of course, is 
not good banking, but competition be- 
tween banks makes it easy to lose such 
business. What attitude do you feel a 
banker should take about securing such 
information or, better, what should he 


do? M. F. S. 


ANSWER: The man who asks you 
to handle loans for his business without 
giving you all the information you 
should have and, therefore, really asks 
you to face criticism not only from bank 
examiners, but also perhaps from your 
board of directors, does not ask you for 
accommodation only, he asks you as 
well for a favor. He asks you to break 
good banking procedure, to make an ex- 
ception of him. He is in a class similar 
to a person who asks for a loan on 
collateral with less than a proper and 
generally required margin. He wants 


a favor, and very likely does not realize 
that his loan is one of a few in your 
bank that is an exception. Practically 
all borrowers have become accustomed 
to giving the banks the fullest facts con- 
cerning their business, knowing well 
that the banks regard such facts with 
the fullest confidence. Further, if the 
banker has the full facts he is fre- 
quently in a position to make valuable 
suggestions, and the business man who 
is always on the lookout to keep his 
methods modern and capitalize sugges- 
tions welcomes this opportunity. The 
peculiar facts of the circumstance prob- 
ably are that the very business man who 
does not give you the full facts is an 
able business man, well versed in his 
line and himself would not go into a 
venture or have his concern extend 
credit to a customer unless he had all 
the information he wanted. 

Perhaps you can explain to such a 
customer your position in the matter, 
perhaps you can get him to see your 
side, to realize that he is an exception. 
He is the type of person that would 
not want to be an exception if he only 
realized that he was. The mere fact 
that another bank would take the busi- 
ness and extend credit without such 
facts does not say that his attitude is 
right. It’s simply a case of another 
banker breaking some of the most fun- 
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damental rules of good banking. If 
that man who doesn’t want to give you 
the full information thought that you 
made all your credits with as little in- 
formation as he gives you he would 
immediately realize that your bank was 
not a safe place for him to keep his 
money, and would take his balances 
elsewhere. Banks cannot be kept sound 
and solvent by extending credits on 
meagre information. Even though a 
man has his business in an exceedingly 
liquid and good condition, he should 
not ask to be the exception. He should 
be all the more willing to give the in- 
formation desired and encourage good 
banking. Banks probably will always 
be in competition and competition will 
force the barriers to be lowered in some 
instances, but a business man can feel 
much safer in having his money with a 
bank that asks full facts about his busi- 
ness because he can depend on it that 
that banker is just as sound in other 
policies of his bank’s management. In 


spite of this competition there are still 
a lot of good bankers and there always 


will be. They are the ones who ask 
full information with audits and sup- 
porting data. It is a good reputation 
for a banker to have. 

Conditions have eradicated the time 
when business was small, when the 
banker knew all about the borrower, 
how he lived, what he did, etc. No 
credit files were kept then, and when 
the banker died that knowledge was 
taken away from the bank. Larger 
business requiring larger amounts of 
money, growth of cities and less inti- 
mate contact between borrower and 
banker have required the growth of 
credit files and the need for the banker 
to assemble data and figures relating to 
the borrower's financial position so that 
the banker can better justify the loan 
to his board and to bank examiners. 
The borrower's contact is with a rela- 
tively few officers of a larger bank. 
These officers are not only guardians of 
his funds, but the funds of others, and 
he should not ask favors of them which 
are not in conformity with good bank- 
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ing. The banker who makes exceptions 
is doing nothing but granting a very 
special favor, and special favors are not 
a part of good banking where loaning 
the bank’s funds is involved. Bankers 
would do well to place their cards on 
the table before the man who asks 
to be an exception and give their side 
of the story. If he is reasonable and 
has nothing to hide he will probably 
agree and will do his share to help 
good banking. 


QUESTION: We were recently of- 
fered the note of a concern which 
showed a considerable amount of ac- 
ceptances on the liability side and a 
part of merchandise and some receiv- 
ables on the asset side earmarked to 
cover said acceptances. Do you feel 
that a concern financing itself by means 
of acceptances where merchandise is 
traceable should use open market fi- 
nancing? C. M. E. 


ANSWER: It is quite difficult to 
answer this question in a definite man- 
ner. Generally speaking, a concern 
pledging merchandise under acceptance 
credits, where the merchandise is trace- 
able for the benefit of acceptance 
holders, would probably not be appeal- 
ing to some paper-buying banks. How- 
ever, many concerns which can employ 
the acceptance as a means of financing 
have resorted to that method in the 
recent easy money market. They prob- 
ably cannot do all financing by means 


of acceptance credits, bu: have taken 


advantage of that method so far as 
possible. Some such concerns have 
offered paper in the open market and 
their notes have apparently sold readily, 
and to large and important paper- 
buying banks. From an _ academic 
standpoint one might say that financing 
should be confined to either one method 
or the other, or at least that straight- 
note borrowings should be confined to 
banks of account. The fact that paper 
has sold in the open market makes cus- 
tom rather prevail over theory. Con- 
sideration, of course, should be given 





JOHN HANCOCK SERIES—— 


John Hancock 
New Retirement Annuity 


An Announcement of Importance 
to Business Men 


The Annuity is fast finding 
its place as another economic factor of society. Not 
until recent years have the different forms of annuities 
become generally recognized as a popular investment 
among men who desire a guaranteed income for life. 


The John Hancock’s New Retirement Annuity is 
already meeting a public demand among business men 
who desire a definite income at a definite age—who 
have no dependents or who, having provided for their 
dependents through life insurance, wish to establish a 
retirement income for themselves. 


Some Features about the NEW John Hancock 
Retirement Annuity 


Issued on Men ages 15 to 64— Cash Surrender value, and loan 


Retirement ages 45 to 75 with- provision after payment of first 
out examination unless disabil- ‘ A 
year’s premium. 


ity feature is desired. 
Death Benefit always equals or Total and Permanent Disabil- 

exceeds annuity premium ity feature. (Waiver of premi- 

deposits. ums and monthly income.) 


Income at Retirement age ? 
guaranteed during the life-time Income based on either annual 
of the Annuitant. or monthly premium, 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


Inquiry Bureau, 197 Clarendon Street, Boston, Mass. 
Please send me booklet, “You Can Have an Income as Long as You Live.” 


OVER SIXTY-EIGHT YEARS IN BUSINESS 





THE BANKERS MAGAZINE 355 


to the extent of acceptance financing 
and relative amount of merchandise and 
current assets which are pledged in pro- 
portion to the total of current assets. 


QUESTION: Would you regard the 
paper of public utility companies a de- 
sirable investment for a moderate-sized 
country bank? S. &. Tt. 


ANSWER: There is no reason why 
the paper of a public utility company, 
if analyzed from the standpoint which 
it should be, should not prove a safe 
investment. It requires a distinctly dif- 
ferent analysis than a mercantile com- 
pany. The paper, of course, is not 
eligible for rediscount at the Federal 
Reserve, and if the bank desires to build 
a secondary reserve it certainly would 
not want to buy much public utility 
paper. The city correspondent might 
willingly handle it. If the bank merely 
desired a safe short-time investment 
without regard to eligibility, it might 
find a public utility note which would 
meet the tests and requirements of 
safety. 


SAVINGS DEPOSITS SHOW 
INCREASE FOR 1930 


EPOSITS in mutual savings 
banks of the United States, op- 


erating in seventeen states, in- 
creased by almost $600,000,000 in 1930 
and depositors by more than half a 
million people, according to figures com- 
piled by the National Association of 
Mutual Savings Banks. The member 
banks of this group control about 30 
per cent. of all American savings. 
Thrift accounts in other classes of banks 
are known to have gained in 1930, 
though hardly in the same proportion, 
it was said. This additional gain will 
amount to not less than $400,000,000, 
or a round billion dollars of increased 
savings for the twelve months. The in- 
crease for the mutual institutions, 
amounting to $592,607,440, compared 
with a gain of $65,236,234 in 1929. 


New York easily led the nation, sav- 
ings bank depositors having added 
$403,608,214 to their accounts. The 
number of new depositors also was 
larger than in any other state—239,780. 
Massachusetts took second place, having 
a gain of $71,745,666 and 120,855 de- 
positors. 

Gains in other typical states were: 
Pennsylvania, $45,190,275 and 94,421 
depositors; Connecticut, $36,907,399 
and 72,231 depositors; New Jersey, 
$18,113,167 and 18,779 depositors. In 
four states reporting decreases the losses 
were relatively unimportant. 

The compilation of these figures 
shows the mutual savings banks to have 
the largest number of depositors and the 
greatest aggregate of deposits in the 
more than 100 years of their operation. 
On January 1 the total owing to de- 
positors was $9,464,732,492, belonging 
to no less than 12,775,492 individual 
owners. Assets of the banks increased 
during the year from $9,934,568,723 
to $10,585,056,321. This gain of 
$650,487,598 in a lean year was said by 
savings bankers to demonstrate the pos- 
sibilities of a large accumulation of 
small capital, conservatively invested. 

It was also pointed out that present 
deposits of the savings banks not only 
are the greatest in their history, but 
actually the largest amount of small 
capital ever brought together in one class 
of banks. If the deposits of the banks 
were evenly divided among all of their 
depositors each one would receive 
$740.85. This figure compared with 
$725.66 a year ago. New York also 
led the nation in average savings, the 
amount on January 1 having been 
$847.16, compared with $810.11 on 
January 1, 1930. As each account 
serves as a foundation stone for the 
savings of about three persons, repre- 
senting the average family, it will be 
seen that the welfare of almost 37,- 
000,000 people is bound up in the wel- 
fare of the mutual savings banks. 
Roughly, that is one-third of the na- 
tional population. 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


LOSS OF BONDS NOT COVERED 
BY INSURANCE POLICY 


Hanson v. National Surety Co., New 
York Supreme Court, Appellate 
Division, 246 N. Y. Supp. 357 


POLICY insuring against the loss 
A: bonds “through . . . rob 


bery, holdup or theft by any per- 
son whomsoever, while the property is 
in transit,” does not protect the insured 
where it appears that the insured’s 
messenger left certain bonds at the office 
of a purchaser and returned Jater to get 
a certified check, when he found that 
the purchaser had absconded with the 
bonds. The court pointed out that 
there was a deliberate surrender of the 
possession of the securities to the pur- 
chaser and stated that the liability of 
the insurance company terminated at 
that moment, the actual theft occurring 
later. 

Action by Arnold R. Hanson and 
another, individually and as co-partners, 
against the National Surety Company. 
From an order denying defendant's 
motion to dismiss the complaint, de- 
fendant appeals. 

Order reversed, and motion granted 


OPINION OF THE COURT 


FINCH, J.—The defendant appeals 
from an order denying a motion to dis 
miss the complaint, upon the ground 
that according to the allegations the 
defendant is not liable upon the bond 
upon which the action is based. The cause 
of action arises upon a bond issued by 
the defendant surety company, and 
more particularly upon paragraph C 
thereof, whereby the defendant under- 


took to indemnify the plaintiffs for any 
loss not exceeding $50,000 of money 
or securities: 


“Through larceny, whether common 
law or statutory, embezzlement, rob- 
bery, holdup or theft by any person 
whomsoever, while the Property is in 
transit within the United States or in 
transit without the United States but 
within twenty (20) miles of any of 
the offices covered hereunder, and in 
either case in the custody of any of 
the Insured’s partners or any of the 
Employes or any messenger tempo- 
rarily employed, or through negligence 
on the part of any such employe or 
messenger having custody of the Prop- 
erty while in transit as aforesaid, such 
transit risk to begin immediately upon 
receipt of such property by the trans 
porting employe or employes or partner 
or messenger temporarily employed and 
to end immediately upon delivery 
thereof at destination.” 


The facts which plaintiffs claim ren- 
der the defendant liable under the 
aforesaid provision of the bond are as 
follows: 

Plaintiffs received an order for cer- 
tain securities of the value of $19,300. 
They gave to one of their employes 
the securities so ordered for delivery 
to the purchaser at its place of business, 
which was located within twenty miles 
of the office of the insured. Plaintiffs’ 
employe delivered the securities to the 
purchaser, at its place of business, tak- 
ing back a written receipt which re- 
served title to the securities in the plain- 
tiffs until payment by certified check 
shall have been made therefor, and 
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then the complaint alleges, upon the 
express understanding and agreement 
by and between the plaintiffs and Baran 
& Co., Inc. (the purchaser), and pur- 
suant to a certain custom of trade ex- 
isting in the stock brokerage business 
and stock security market, that no de- 
livery and transfer would be made of 
the said property until and unless a 
certified check or cash in the amount of 
$19,300 was delivered to plaintiffs’ em- 
ploye, and that thereafter, pursuant to 
the said custom of trade, existing in 
such transactions, of which custom the 
defendant, in executing the bond afore- 
said at all times, had knowledge, and 
pursuant to agreement of the plaintiffs 
and Baran & Co., Inc., and the said 
custom, the plaintiffs’ employe returned 
to the premises of Baran & Co., Inc., 
within a short time after the surrender 
of possession of the property aforesaid, 
to pick up a certified check or cash in 
the amount above indicated, to complete 
the transfer and delivery of the prop- 
erty aforesaid; that upon return plain- 
tiffs’ employe found the premises of 
Baran & Co., Inc., abandoned and 
358 


deserted, and that the property afore- 
said had been removed and concealed, 
and the officers and representatives of 
Baran & Co., Inc., had absconded and 
disappeared. 

From the foregoing it appears that 
there was a deliberate surrender of 
possession of the securities at their 
point of destination. Accordingly, un- 
der the express terms of the bond, the 
risk of the defendant was at an end. 
It is urged by the plaintiffs that until 
the receipt of payment for the se 
curities there had been no delivery, and 
that the securities should be deemed in 
transit until there had in fact been 
such payment. In support of this con- 
tention plaintiffs rely upon the case of 
Underwood v. Globe Indemnity Co., 
245 N. Y. 1211, 156 N. &. 632, 54 
A. L. R. 485. In that case a messenger 
was to deliver certain securities in re- 
turn for a certified check. The securt 
ties were obtained from him by means 
of a paper device which purported to 
be a certified check. but was not. The 
court there held liable the surety com- 
pany, inasmuch as the goods had been 
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taken from the possession of the mes- 
senger by trick and device while they 
were still in transit from the broker to 
the customer. The distinctions between 
that case and the case at bar are 
obvious. In the Underwood Case the 
transit was to end by the surrender of 
possession, the transfer of title and the 
payment, all of which were to be simul- 
taneous. Delivery was obtained by the 
trick and device of giving the mes 
senger a bogus certified check. In the 
case at bar the transit was ended, the 
delivery made, and possession surren- 
dered in strict accordance with the in- 
struction of the plaintiffs. The theft 
subsequently occurred. 

In the case at bar, moreover, there is 
present in the bond a term which was 
lacking in the bond involved in the 
Underwood Case. Here the bond ex- 
pressly limits and defines what shall 
constitute transit, namely, the physical 
transportation of the securities between 
the reccipt thereof and delivery at des- 
tination. “Such transit risk to begin im- 
mediately upon receipt of such property 
by the transporting employe or employes 
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CITIES 
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or partner or messenger temporarily em- 
ployed and to end immediately upon 
delivery thereof at destination.” 

Plaintiff urges that the word “de- 
livery” as used in the bond may be 
changed from its ordinary meaning and 
be given the technical meaning of pass- 
ing of the title only upon receipt of a 
certified check. So to do would result 
in straining the meaning of this word 
out of all proportion to the ordinary 
natural meaning of the word and con- 
tradict instead of harmonizing with the 
context. No such construction can be 
indulged in for the purpose of creating 
a liability upon the defendant where 
otherwise no such liability exists. 

We hold, therefore, that under the 
allegations of the complaint in the case 
at bar the defendant is not liable under 
the bond for the loss of the securities. 
It follows that the order appealed from 
must be reversed, with $10 costs and 
disbursements, and the complaint dis- 
missed, with $10 costs. 

Order reversed, with $10 costs and 
disbursements, and motion granted, with 
$10 costs. Order filed. 
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DEPOSIT WHERE BANK INSOL- 
VENT 


Barger v. Stults, Appellate Court of 
Indiana, 172 N. E. Rep. 549 


Money deposited in a bank thirty 


minutes before the bank closed its 
doors for good is not entitled to a 
preference in payment over other de- 
positors in the absence of an allegation 
in the complaint of fraud on the part 
of the bank’s officers. 


Claim filed by Samuel Barger with 
Morris E. Stults, receiver of the Wells 
County Bank. The verified claim, 
being treated as an intervening peti- 
tion, was docketed by the receiver. At 
a trial of the cause, judgment was 
rendered in favor of the receiver, and 
claimant appeals. 

OPINION OF THE COURT 

REMY, J.—Appellant filed his claim 
with appellee as receiver of the Wells 
County Bank, setting up that at 2:30 
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o'clock p. m. February 11, 1929, he 
deposited with the bank the sum of 
$383.99 for which amount the bank, at 
the time, executed and delivered to him 
a certificate of deposit; that at 3 o'clock 
p. m. of the same day the bank closed, 
and was, by the bank commissioner of 
the state, denied permission thereafter 
to open for business. Prayer that the 
amount of the certificate be allowed as 
a preferred claim. Treating the verified 
claim as an intervening petition, the re- 
ceiver caused it to be docketed, and in 
answer thereto filed his denial. At the 
trial of the cause, the court, upon re: 
quest, found the facts specially and 
stated its conclusions of law thereon 
to the effect that there was due appel- 
lant the full amount of his claim, which 
sum should be allowed as a general 
and not a preferred claim. Judgment 
was so rendered. 

The one question presented by this 
appeal is whether, under the facts 
found, the court erred in holding that 
appellant’s claim was not entitled to 
preference. 





The findings of the court are, in 
substance, that on February 11, 1929, 
the bank received from appellant the 
deposit and issued to him the certificate, 
all as set forth by appellant in his 
claim as filed with receiver; that thirty 


eremncnntenre tg, 





minutes after the deposit was made , ane is 
the bank was closed for the day; that, ‘i il | AR f 
February 12 being a legal holiday, the | 


bank was not opened; and that on the Wi uy iy hl : 
morning of February 13, 1929, the - | ace 


state bank commissioner, asserting that 





MAN 

the bank was insolvent, took possession | ’ 
of the bank and its assets and continued | wf \ 
in charge thereof until March 7, 1929, 1a a il) 
when possession was surrendered to ap- NY Hal lly 
pellee, who had been appointed receiver i: wi eqn | 
thereof. vu 

It is well established that a general | | as Etta i 
deposit of money in a bank creates the | hh Mt 
relation of debtor and creditor, and fpr rma — m 
that the amount so deposited becomes Jieauul Ssaaieaciaeeencreneaee—eemamen Sr 
the property of the bank. McLain v. os ae 7 
Wallace, Receiver, (1885) 103 Ind. a il i i ; 
562, 5 N. E. 911; Beard v. People’s J) QRRRIRIeRIERnmremE a ; 
Sav. Bank (1913) 53 Ind. App. 185, 

101 N. E. 325. Appellee asserts that 
such being the law, it necessarily fol- 
lows that, under the facts found by the ° 
court in this case, the relation of Or, In other wotds, 
debtor and creditor between the bank 
and appellant was created when the @ good bank for your 
deposit was made; that after the de- f 
posit the money deposited was the St. Louis account 
property of the bank, in lieu of which 
appellant had received the bank’s 
obligation—the certificate of deposit. / 
Appellant concedes the law to be as e 
stated, but contends that, under the Mercantile. 
facts and circumstances alleged by ap- 
pellant and found by the court, the 
ange of the bank must necessarily Commerce 
ave known of the bank’s insolvency 
at the time the deposit was received, Bank and Trust Co. 
and that if they did have such knowl- ~ BF; oo 
edge, the acceptance of the deposit was Locust — St.Charles 
traudulent, and if fraudulent a trust ° 


was thereby created in favor of appel- 
lant, and appellant would be entitled 
to have his claim allowed as a pre- 
ferred claim. 

Unfortunately for appellant, the 
issue of fraud was not presented by the 
pleadings. There is no allegation in 
the complaint charging fraud against 
the Wells County Bank or any of its 
officers, and there is no allegation in 
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e cee because it tells an absorbing 
story of a solidly organized concern, 
dealing mainly in perishable foodstuffs, 
which was able to come through a year 
of general depression, and earn divi- 
dends for its shareholders. 


It shows that the source of Swift & 
Company’s profits largely lies in the 
elimination of wastes, and the conver- 
sion of these wastes into savings. 
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oly in the food market. 












Every business man, every investor, 
every citizen interested in the source of 
his food supply should read this book. 


@If you would like to have a copy 
of Swift & Company's 1931 Year 
Book, fill out this coupon and it 
will be sent to you free of charge. 














Swift & Company 






| Swift & Company, 
4179 Packers Avenue, Chicago, Illinois 


Please mail me free a copy of Swift & 
Company's 1931 Year Book. 







Name 






| Address —____.. 





| City-—____..._.._ State 





645C 














the complaint that appellant relied 
upon any representations or that he was 
injured because of any fraudulent rep 
resentation or action of the Wells 
County Bank. In other words, the 
theory of the complaint is not one of 
fraud. The court was not, therefore, 
called upon to make a finding on that 
issue, and none was made. There was 
in fact no finding that the bank was 
insolvent at the time the deposit was 
made and the certificate issued. 

The case of Barnard v. Black (Ind. 
App. 1930) 169 N. E. 872, is readily 
distinguishable. In that case, the claim: 
ant in her petition charged, and the 
evidence showed, fraud on the part of 
the bank official who received the de- 
posit. 

Trial court did not err in its con 
clusion of law. 


SERVICE CHARGE AIDS 
MISSOURI BANKS 


Banks in Missouri which operate under 2 
service charge plan generally have fared bet- 
ter during the trying conditions of the last 
year than those without it, according to a 
report recently made by the Committee on 
Analysis and Service Charge of the Missouri 
Bankers Association. 

C. A. Wisdom, cashier of the Farmers and 
Merchants Bank of Green Ridge, who is 
chairman of the committee, pointed out that 
the percentage of failures was considerably 
lower among service-charge banks. Explain- 
ing the situation in detail, he said: 

“One hundred and fifty-one banks and 
trust companies were closed in Missouri in 
1930 through failure, liquidation, merger or 
consolidation. Not considering bona fide 
mergers and consolidations there were only 
five service-charge banks eliminated. Through 
merger and failure, thirteen service-charge 
banks were eliminated, or about 8 per cent. 
on the basis of 151 closed banks. On January 
1, 1930, Missouri had 1266 banks and trust 
companies. On that basis the percentage 
of service-charge banks eliminated was ap 
proximately 1 per cent., whereas the per’ 
centage of non-service banks eliminated dur- 
ing 1930 was nearly 11 per cent. 

“On January 1, 1931, we had 1128 banks 
and trust companies in the state. To start 
the year we had 334 service-charge banks, 
or nearly 30 per cent. 

“Our observation is that the service-charge 
bank is a safer bank than the non-user. The 
inference is that the banker who has the 
judgment and the nerve to put in the service 
charge and use it, also has the nerve and 
judgment to so conduct his bank in other 
respects that it will be a safer institution. 
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French and British Money Markets 


Why, the Abnormal Relationship Which Began in 1917 Stil 


Remains Unadjusted 


By BENJAMIN M. ANDERSON, JR. 
Economist, Chase National Bank, New York 


HE abnormal relationship between 
Tite French and the British money 

markets, which first came to light 
in early 1917, remains unadjusted. 
The British money market is heavily 
indebted to the French money market 
on short account, the Bank of France 
alone holding enormous quantities of 
sterling exchange, for which it could, 
if it chose, demand gold from London, 
while other French financial institutions 
hold large amounts in addition. Much 
of this sterling was supposedly acquired 
by the French people and French banks 
during the period when the franc was 
falling and when they put their funds 
into the form of sterling for safety. 
More of it is supposed to have been 
acquired in the period when the franc 
was rising and in the period after 
stabilization was attained, as specula- 
tors in the franc borrowed sterling with 
which to purchase francs and French 
securities. French opinion has been 
that the volume of this was greatly 
swollen by money market ease in Lon- 
don, and that much of it could have 
been prevented by higher discount rates 
in London. 

As sterling sold in Paris to obtain 
francs, the Bank of France itself was 
obliged to buy sterling in vast quanti- 
ties and issue bank notes therefor in 
order to prevent the franc from rising 
above the stabilization level. The 
alternative was for the Bank of France 
to issue francs only against gold. 
Whenever the Bank of France ceased 
to buy sterling, however, and especially 
when the Bank of France sold sterling, 
gold moved from London to Paris. 


From, an address before the Commercial 
Club of Chicago. 


The difficulty which the British 
money market has in defending itself 
in loss of gold to France does not 
grow out of fundamental financial 
weakness. Basically, Britain has im- 
mense financial strength. The difficulty 
grows out of British reluctance to 
make use of the old orthodox measure 
which would have been employed with- 
out hesitation in pre-war days, namely, 
the raising of the bank rate and the 
tightening of credit in London. The 
flexible wages, prices and costs of pro- 
duction of pre-war Britain have, in large 
measure, given way to a system under 
which concerted effort is made to main- 
tain stability in these matters, and an 
artificially easy money market is looked 
upon as a necessary part of this policy. 
The maintenance of this policy with- 
out concerted action from _ outside 
money markets has proved itself in- 
creasingly difficult. France, although 
interposing no difficulties in the way of 
an easing of the money market, has not 
seen fit to make artificial ease by heavy 
buying of ‘securities on the part of the 
Bank of France. 

To an observer from a distance, it 
seems probable that Britain would, in 
the long run, profit by a reversal of 
policy, raising her discount rates, 
liquidating her position, and readjust- 
ing her system of wages, costs, and 
prices, restoring her old flexibility ‘in 
these matters. To moderate the rigors 
of this, it might be well to supplement 
this policy by -a funding loan to be 
placed chiefly in France, but partly in 
the United States, whereby parts of 
the short-term obligations of the Lon- 
don money market could be converted 
into long-term obligations of either the 
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British government or other powerful 
British interests, though the same thing 
could, of course, be accomplished by 
the sale of foreign securities held in 
Britain. A readjustment of this kind 
would, moreover, put British industry 
in a position to share in a world busi- 
ness revival when it comes. An in- 
flexible wage scale in one country is 
dificult to maintain in a changing 
world. 

A funding loan on the part of 
Britain, however, would probably be 
made unnecessary if the French money 
market moves vigorously in resuming 
and extending its pre-war activities in 
buying foreign securities. If France 
will lend on long-term to Britain’s 
foreign debtors, permitting them to re- 
duce their sterling obligations in Lon- 
don, this will take up a substantial 
part of the floating supply of sterling 
in the outside world, including that 
held by French banks, provided the 
British money market simultaneously 
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maintains a firm money policy, and re- 
frains from making a corresponding 
amount of new foreign loans. France 
has been slow in using her great finan- 
cial strength in this direction. There 
have been technical and legal difficul- 
ties connected with taxation, Bourse 
regulations, and even, to some extent, 
money market complications, which 
have delayed this, though steps have 
been taken by the responsible authori- 
ties in France to remove these impedi- 
ments. 

But the main point to consider in 
explaining France’s delay in resuming 
large-scale foreign lending has been the 
state of the market for foreign bonds 
all over the world, in the period since 
France has readjusted her financial 
position. The low point in the franc 
was reached in the summer of 1926. 
De facto stabilization was attained in 
the winter of 1926-27. But the strong 
backflow of French funds seeking re- 
patriation continued for a longer time. 
It was not until the middle of 1928 
that French investors and the French 
money market were really in a posi 
tion to forget their own financial prob- 
lems and to look about over the world. 
By that time, the edge was off the 
foreign bond market, and attention in 
the United States and throughout the 
whole world was concentrated on the 
American stock market. Our own 
takings of foreign bonds dropped radi 
cally in volume, and foreign bonds 
began to drop substantially in price. 
The French investor has not been alone 
in his reluctance to consider new 
foreign issues since that time. France 
has done something in foreign invest: 
ment and French banks, very especially 
the Bank of France, have taken a part 
in meeting the credit strain of the out: 
side world. But France has a very 
much greater role to play in this con- 
nection, both to her own profit and to 
the benefit of the world, and, with the 
passing of the worst of the hysteria of 
the great world reaction, it is to be 
hoped that developments along this line 
will move rapidly. 
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Parkway office, East New York Savings Bank, Brooklyn, N. Y. 


HE height of the ceiling gives an effect of spaciousness 

and quiet dignity to this recently opened bank build- 
ing, which is said to be one of the most outstanding of 
those recently completed in Greater New York. 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


development abroad in_ recent 

weeks has been the announcement 
by the Bank of France of its readiness 
to participate in a loan to Germany 
and also to make advances to other 
countries of Central’ Europe. As the 
reluctance of this institution to make 
foreign loans has been ascribed to lack 
of confidence in political conditions ex- 
isting in various countries, its change of 
policy may be taken as an evidence of 
a belief in a more stable situation. Un- 
fortunately, the basis of such confidence 
seems, in some cases, to be less secure 
than could! be desired. Spain has been 
the theater of recent renewed political 
unrest. The monarchy has, rather 
tardily, made concessions to the de- 
mand for a more liberal form of 
government, but it remains to be seen 
whether or not these belated conces- 
sions will satisfy popular aspirations. 
Germany, too, has had her troubles of 
late, though these have taken the form 
of the withdrawal of about one-fifth 
of the members of the Reichstag from 
participation in the deliberations of that 
body, leaving Chancellor Briining with 
a safe majority for the time being. 
With unemployment figures approxi- 
mating the 5,000,000 mark, and a large 
deficit in the budget, combined with an 
industrial and trade situation far from 
satisfactory, it is no cause for surprise 
that there is a growing demand in 
Germany for a reconsideration of the 
reparations question. To this demand 
the present government has not as yet 
yielded, the present policy seeming to 
aim at attempting to meet the require- 
ments of the Young Plan so long as 
this may be feasible. Undoubtedly, the 
reparations problem still constitutes one 
of the dark clouds overhanging the 
economic situation in Europe. There is 
a more hopeful outlook with regard to 
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the relations between Great Britain and 
India, and an indication of a more 
moderate attitude on the part of the 
Congress Party. Should the extremists 
who have been clamoring for the ab- 
solute and immediate independence of 
India agree to accept the plan of a 
Federal Government, as recently out- 
lined at the London Round Table Con- 
ference, a long step will be taken to- 
ward the adjustment of at least one of 
the troublesome problems of interna- 
tional relations. Probably overshadow- 
ing the interest attaching to recent 
financial and political developments is 
the growing attention being paid to 
what is going on in Russia. In the 
earlier stages of this colossal experiment 
in Communism it was the almost 
universal tendency in outside countries 
to scoff at it as being impracticable 
and bound to fail. As time passed, this 
tendency to condemn the experiment 
without investigation gave way to a 
desire to examine the actual situation 
and to give to the experiment the 
benefit of an impartial study. This 
somewhat condescending attitude has 
now given way to an acknowledgment 
of the fact that Russia has made greater 
progress in the work of collectivization 
of production and trade than was by 
many considered possible. It is now 
seen that the almost fanatical devotion 
to an economic ideal, partaking in some 
respects of religious zeal, may increase 
production to such an extent as to 
threaten the security of producers of 
raw materials and food in other coun- 
tries. Of far greater significance is 
the influence that the success of the 
Russian adventure may have in affect- 
ing the political and economic organiza- 
tion of other lands. Already this in- 
fluence is seen in a country so conserva- 
tive as England, where a comprehensive 
proposal has recently been put forth 
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which contemplates the unification of 


transportation and industry, and there 
is actually pending in Parliament a 
measure calling for compulsory collec- 
tive marketing of agricultural products. 
Times like the present cause the public 
mind to be especially receptive to 
schemes of various kinds designed to 
confer greater benefits upon the mass 
of mankind. These plans, some of 
which are revolutionary in character, 
and all of them involving new and 
untried theories, constitute an added 
element of uncertainty tending to delay 
the recovery of industry and trade. 
As to the Russian experiment in par- 
ticular it may be said that earlier as- 
surances of its failure have been sup- 
planted by a fear that it may succeed, 
with all the implications that this 
success would inevitably entail. Un- 
employment in many European coun- 
tries has now become so widespread, 
and in some of such long duration, that 
there is a growing conviction that in 
the absence of some definite means of 
relief, society must reconcile itself to 
the task of assuming the burden of 
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caring for those unable to find work. 
Already the taxation of production and 
trade in most countries is so heavy as 
to be regarded as a chief obstacle to 
recovery, and this taxation will virtu- 
ally be greatly increased if to it is 
added the necessity for producers per- 
manently to support large numbers 
who are non-producers. Here is the 
problem with which England and sev- 
eral countries on the Continent are 
grappling today, and until some prac- 
ticable solution for it is discovered the 
menace of political upheavals or of 
recourse to visionary economic measures 
will continue to be a factor hindering 
the return of prosperity. 

It is reported that financial authori- 
ties representing France and England 
have reached an agreement for closer 
co-operation between the Bank of Eng- 
land and the Bank of France than has 
recently existed. 


GREAT BRITAIN 


Against the unfavorable develop- 
ments as evidenced by the impending 
budget deficit, the necessity of large 
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borrowing to meet the shortage in the 
unemployment insurance fund, and the 
Royal Mail difficulties, one favorable 
factor may be mentioned—the end of 
the Lancashire weavers’ lockout, which 
involved some 300,000 employes. The 
conflict between the two schools of 
thought relating to public expenditures 
still rages. Chancellor Snowden, in a 
recent speech in Parliament, gave warn- 
ing that however desirable might be 
the further outlay of public money for 
social services, expenditures for such 
purpose must be kept down or the 
country’s industrial structure would be 
seriously damaged. But there is a 
large section of the Labor Party, aided 
by the leader of the Liberal Party, 
favoring an increased use of public 
funds for the relief of unemployment, 
chiefly by speeding up construction of 
various kinds. That the country 
“carries on” despite long-continued un- 
employment of serious proportions, and 
under a heavy burden of taxation, is 
due to the fact that in the past large 
stores of capital have been accumulated, 
a substantial part of which is invested 
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abroad, thus affording command of the 
goods and services of others. Addi- 
tional supporting factors may be found 
in the tenacious character of the people 
and the general soundness of the 
country’s financial and economic struc- 
ture. It is a notable fact that through- 
out a long period of depression the 
banks of the British Isles have main- 
tained their strong position. They will 
thus be able to help in a business re- 
vival whenever other conditions are 
favorable. 

As tending to support faith in the 
character of the British people, the fol- 
lowing may be quoted from the annual 
address of Sir Harry Goschen, Bart., 
chairman of the National Provincial 
Bank, Limited. 


“England is not yet down and out, 
and we must have no patience with 
those who, like people who enjoy bad 
health, luxuriate in depression and revel 
in gloomy forebodings. The country 
has met crises and depressions before 
with courage and endurance, and 
though, perhaps, the present times are 
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the most trying we have ever experi- 
enced, it is characteristic of the British 
people that, at the moment of greatest 
strain and difficulty, they rise to the 
occasion.” 


IMPROVED POSITION OF STERLING 


As a result of open-market opera- 
tions of the Bank of England, and by 
borrowing from other banks, according 
to some reports, the position of sterling 
with reference to the dollar and franc 
has been much improved, and present 
apprehension of gold exports to New 
York and Paris relieved. The higher 
bill rate in London has drawn a con- 
siderable amount of American money 
to London, but corresponding with an 
improvement of spot sterling exchange, 
forward commitments in both the 
American and French financial center 
are quite near the gold exporc point 
from London. While this probably 
indicates some lack of confidence in 
the future position of sterling, it may 
be said that temporarily, at least, the 
operations of the Bank of England 
have accomplished what was intended— 
a reduction in available loanable funds, 
with a consequent improvement in the 
international value of sterling exchange. 


WAGES AND RETAIL PRICES 


There is a considerable body of 
British bankers and industrialists who 
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contend that in order to reduce costs 
of production so as to be able to com- 
pete with other countries, wages must 
be adjusted on a lower scale. Sir Harry 
Goschen, Bart., speaking at the annual 
meeting of the shareholders of the Na- 
tional Provincial Bank, Limited, had 
this to say respecting the question: 


“A reduction in wages is a hard 
road to travel—the road to success al- 
ways is—but I feel some move in this 
direction is inevitable. I quite agree 
that operatives have a right to expect 
that there should be the utmost efh- 
ciency in machinery and in administra- 
tion, as well as in organization and in 
marketing, but when it comes to the 
point whether the undertaking must be 
closed down and abandoned (for no 
one’s purse is long enough to carry on 
a business indefinitely at a loss) or, as 
the only alternative, that expenses must 
be reduced, I cannot believe that labor 
will refuse to shoulder its share of the 
burden. It is not only a hope but 
definitely a certainty that increased 
business would in time bring its 
recompense to all concerned.” 


Hon. Rupert E.. Beckett, chairman 
of the Westminster Bank, Limited, at 


‘the annual meeting of that institution 


called attention to some other aspects 
of the problem. He said: 


“The crux of the whole matter is 
that British production costs are too 
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high to admit of the possibility of 
present expansion in trade in competi- 
tive markets, whether at home or 
abroad. Somehow or other costs have 
got to be reduced to a level which 
facilitates effective competition, and this 
brings me back to one of the gravest 
features of the situation, namely, the 
wide and increasing disparity between 
wholesale commodity prices and the 
cost of living. . . . The worker measures 
the value of his wages against the 
retail price level; to the manufacturer 
the standard for judging the burden 
of wage costs as an item in production 
costs is the wholesale price level. Here, 
too, we find the gap widening. How is 
it to be narrowed? If we can find an 
answer to this question, we shall have 
struck a blow at the deepest roots of 
our present trouble. For unless retail 
prices and the cost of living can be 
reduced, there is grave danger that 
every attempt at readjustment of 
nominal wages will meet with resis- 
tance, and that the country will be 
plunged into a series of formidable 
industrial disputes which would provide 
an incalculable aggravation of the 
handicaps under which we are already 
suffering. Wage reductions alone, 
especially in the transport and distribu- 
tive industries, would lead to some re- 
duction in retail prices, but workers 
are quite naturally suspicious that such 
reduction of prices would probably be 
disproportionate to their own sacrifices. 
There is a strong’ case therefore for a 
sweeping investigation of all the causes 
contributing to the maintenance of 
the big gap between wholesale and 
retail prices, and also of the possibility 
of removing all obstacles which stand 
in the way of their closer relationship. 
Until this matter is taken in hand the 
necessary correlation of earnings with 
productivity cannot be expected to 
proceed smoothly. 

“In the same connection there are 
two other main difficulties. Wages, al- 
though usually the predominant item, 
are by no means the only one on the 
sheet of production costs, and workers 
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TheBonnetCarre Spillway,25 miles above 
New Orleans, now approaching comple- 
tion, represents part of the $325,000,000 
authorized by the 1928 National Flood 
Control Act. 

This massive concrete dam, a mile and 
a half long, is capable of relieving the 
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flood discharge of the river,thus assuring 
New Orleans and contiguous territory 
continued safety during flood seasons. 
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will submit to sacrifices willingly only 
when convinced that they are to be 
common among all parties concerned. 
It can hardly be denied that in many 
industries a lack of the required degree 
of managerial efficiency, a reluctance to 
jettison obsolete methods and machin- 
ery, and a parochiality which obstructs 
the formation of larger and more efh- 
cient units of production, are contribut- 
ing substantially today toward keeping 
manufacturing costs at a swollen figure. 
The process of recovery is retarded by 
the worker who resists the introduction 
of labor-saving machinery or methods, 
and equally by .the employer whose 
own industry is not as efficient and 
up-to-date as its counterpart in other 
countries and who fails to pursue 
resolutely every method for making it 
so 


“Nothing, therefore, could be less 
helpful than merely to say that wages 
must come down, without considering 


the essential conditions involved and 
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realizing that every section, from the 
shareholder, through the management, 
down to the unskilled worker, must be 
brought under the application of the 
principle of adjusting earnings to their 
proper economic relationship with to- 
day’s value of the services performed.” 


LAST YEAR'S FOREIGN TRADE 


In the Monthly Review, published by 
Lloyd’s Bank, Limited, appear some 
statistics of England's foreign trade for 
last year. The figures show that, com- 
pared with 1929, total imports declined 
by £175,900,000 and total exports by 
£181,500,000. It is explained that part 
of this decline may be attributed to the 
fact that the wholesale price level for 
1930 was 15 per cent. below that of 
the preceding year. Commenting on 
the trade and industrial situation, the 
publication mentioned goes on to say: 


“(1) The fall in the value of our 
foreign trade is partly due to a fall in 
prices and partly to a contraction in 
volume. It is unwise to dogmatize 
too closely as to the relative impor- 
tance of each factor. 

“(2) Even so, it is satisfactory that 
in a year that witnessed a major trade 
depression, our imports were 8.1 per 
cent. above 1924, while our exports 
were only 11.3 per cent. below it. 
The true interpretation of these facts 
is that we possess a solid residuum of 
trade which continues in bad years as 
well as in good years. It is equally 
pertinent to point out that for the third 
quarter of 1930, while 2,056,000 men 
and women were out of work, 9,689,- 
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000 were still in work in insured 
trades alone. Even in days of depres- 
sion we must remember to count the 
good as well as the bad. 

“(3) The relative stability of im- 
ports possesses its good as well as its 
bad side. On the good side must be 
counted the fact that all ‘articles wholly 
or mainly unmanufactured,’ and a 
large proportion of ‘articles wholly or 
mainly manufactured, are the raw 
materials of British industry, and to 
this extent the maintenance of imports 
is a sign of the vitality of British in- 
dustry under notoriously unfavorable 
conditions. 

(4) The decline in exports is more 
serious. It is evidence of a weakening 
of British competitive power in world 
markets, and when the crushing 
burden of taxation and the high level 
of production costs are recalled, no 
further explanation of this weakening 
is needed. Even so, the details of ex- 
ports quoted above show that a few 
trades are holding their own. 

“(5) The fact that the December 
exports were the worst of the year 
suggests that the turning-point has not 
yet been reached. ‘The main need 
today is to watch carefully for its 
arrival, and to strain every nerve to 
reduce taxation and other costs, and 
so bring nearer the day upon which 
the British trade curve at last begins to 
turn upward.” 


GERMANY 


Bankers of the United States, Eng 
land, France, Belgium, Holland, 
Switzerland and Sweden have made an 
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advance to Germany of about $28,680,- 
000 from the sale of railway prefer- 
ence shares. As some $43,320,000 had 
previously been obtained from other 
sources On the security of these shares, 
approximately $72,000,000 thus became 
available for the budget requirements 


of March 31. 


UNEMPLOYMENT 


Like other countries, Germany is con- 
fronted by serious unemployment, the 
number out of work now being close 
to 5,000,000—a very large increase in 
the last year. It is estimated that one- 
fourth of all German employes, in- 
cluding salaried workers, are out of 
employment. Various plans for reliev- 
ing the situation are being pressed on 
the government. Some slight allevia- 
tion will be afforded by the carrying 
out of a plan, now under consideration, 
for the electrification of some of the 
railway lines, additional to improve- 
ments of this character already effected. 


FRANCE 


Evidence of a change of attitude on 
the part of France respecting interna- 
tional loans may be found in the annual 
address of M. Moret, governor of the 
Bank of France. In the course of his 
address at the annual meeting of share- 
holders he declared: “We remain con- 
vinced in particular of the importance 
of facilitating external long-term loans, 
which constitute, as before the war, 
the normal outlet of French capital.” 
That this policy is to be put into 
effect appears from the recent French 
Participation in a loan to Germany. 
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That the industrial depression, from 
which France was so long exempt, has 
finally reached this country appears 
from the increase of unemployment, 
one estimate placing the number of 
unemployed at 350,000 and of those 
only partially employed as high as 
1,000,000. The number actually re- 
ceiving unemployment relief is still 
very smali, though increasing. By 
some authorities the number of unem- 
ployed, as above stated, is claimed to 
be much too large. 


DECLINE IN FOREIGN TRADE 


The falling off in French foreign 
trade, which was already noticeable in 
the last two months of 1930, has con- 
tinued and at an increasing rate thus 
far in 1931, both imports and exports 
registering a heavy decline in January. 
This month usually sees a reduction in 
the country’s external trade, though not 
so great as has recently occurred. In 
comparing the decrease with a year 
ago, however, it is to be remembered 
that the large figures as expressed in 
francs are considerably modified by the 
fall in prices that has happened within 
the twelve months. 


HOLLAND 


The depression which has so seriously 
disturbed a number of other countries 
has been less severe in Holland, al- 
though this country has not been 
wholly exempt from its adverse effects. 
One of the country’s important sources 
of income is found in the Dutch East 
Indies. In the last year the value of 
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the tobacco, sugar, rubber, coffee and 
tea produced in that quarter of the 
world declined by 240,000,000 florins, 
being valued at 826,000,000 florins a 
1929 against 586,000,000 florins in 
1930. 

As to unemployment, Holland is 
more fortunate than most other coun- 
tries, the number out of work being 
only about 120,000, or about 1 per 
cent. of the total population. 

While the value of foreign trade for 
1930 was the lowest for four years, the 
volume of both imports and exports 
showed a substantial increase over the 
years 1927, 1928 and 1929, the decline 
in value being due to the fall in prices. 

New capital issues in 1930 were not 
only above those for 1929, but little 
less than for 1928, which was a year of 
unusual activity in that line. 


AUSTRIA 


While conditions in Austria as ‘se- 
where are still generally of an un- 
favorable character, there are some 
bright spots in the situation. Not the 
374 


vith this Island. 


ce 


least important is the balancing of ‘tic 
federal budget, a surplus being achieved 
e en last year, ‘in spite of the depres 

m. There is also an inwrease in sav 
ings deposits, nine of the banks in 
Vienna reporting « slow but steady 
gan in 1930. Abaough foreign trade 
declined last year, the “unfavorable” 
balance was considerably reduced. The 
tourist traffic, now an important source 
of income, was higher in 1930 by about 
10 per cent. than for the preceding 
year. Progress is being made in the 
electrification of the federal railways, 
in the development of the country’s 
enormous water-power resources, and 
in the building of railways. 


POLAND 


During the year 1930 there was an 
increase in; the activity of the Postal 
Savings Bank of Poland. The capital 
deposited against savings books up to 
the end of 1930 amounted to 253,700,- 
000 zlotys, which represents an increase 
of over 79,000,000 zlotys, as compared 
with an increase of 45,000,000 zlotys 
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during 1929. The total number of de- 
positors on savings accounts reached 
605,547, which is an increase of 169,- 
507 during the year under review. The 
year 1930 witnessed an exceptionally 
rapid increase of depositors. While in 
1928 the maximum monthly increase of 
accounts amounted to 13,800 and in 
1929 to 17,300, the corresponding figure 
for 1930 was 19,000. 

The turnover of funds on checking 
accounts remained at practically the 
same level as during the preceding year, 
as far as the amount of funds is con- 
cerned. Sixty-three per cent. of the 
turnover on checking accounts, or 15,- 
000,000,000 zlotys, represents transfers 
without the use of cash, as agaiist 61 
per cent. during the preceding year. 
On December 31, 1930, the aggregate 
deposits on checking accounts, includ- 
ing ttansfers, totalled 21% 90,000 
zlotys. The number of active /ng 
accounts as of that date was 65,152, a 
‘ncrease of 2693..accounts during ie 


uredit activities of the Postal Savings 
Bank were conducted mostly indirectly 
through the National Economic Bar* 
of Poland and through the. State Lan 
Bank of Warsaw, to which institutions 
che Postal Savings P nk furnished funds 
purchasing their b's and debentures: 
The total amount of indirect credits in- 
vested in the issues of the aforemen- 
tioned two banks by the Postal Savings 
Bank increased during the year 1930 
by zlotys 65,000,000 and totalled zlotys 
313,000,000 at the end of 1930. 


RUSSIA 


The intense efforts being made in 
Russia to speed up construction and to 
develop the productive resources of the 
country are being watched with con- 
cern in other countries having different 
economic systems. That Ru: ia is mak- 
ing tremendous strides in the construc- 
tion of factories and public works and 
in the application of machine power to 
agricultural production cannot be 
doubted. The five-year plan, initiated 
in October, 1928, and which set out a 
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ci.tain volume of production to be at- 
tained in the time indicated, has thus 
far been carried forward with a con- 
siderable degree of success, more es- 
pecially in the heavier industries, such 
as coal, iron ore and pig iron produc- 
tion. The emphasis placed on construc- 
tion, combined with some shortage of 
raw materials, has hindered the increase 
in the production of consumers’ goods. 
Immediate apprehension of the com- 
petition of Russian products, outside a 
few lines, such as timber, does not seem 
warranted, because of the growing 
needs of a large home population that 
must thave the first call on Russia’s 
production. 


ITALY 


This country is making valiant efforts 
io ‘tigate some of the worst effects of 
the world-wide depression, though prog- 
ress in that direction coritinues to be 
slow. While both imports and exports 
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declined last year, there was a much 
better showing in the adverse trade 
balance. Unemployment continues high 
and is still increasing. Although the 
budget deficit at the close of 1930 was 
950,000,000 lire, some gain in revenue 
and cuts in expenditures give ground 
for the hope that an equilibrium may 
be established by the end of June of the 
present year. In retail trade circles 
there is a better outlook, a replenish- 
ment in stocks being reported. 


FINLAND 


The recent national election in Fin- 
jand resulted in the triumph of the 
Conservative or Lapuan party, whose 
candidate was elevated to the presi- 
dency, though by a very narrow margin 
of the electoral vote—151 to 149. The 
Conservatives or Lapuans are strongly 
opposed to the spread of communism, 
but it does not follow that the opposing 
party is any the less favorable to that 
doctrine, the difference between the 
parties, on this issue, consisting chiefly 
in their methods of dealing with it. 
Finland is a country of rich and varied 
resources, and with a population to 
which the term “sturdy” justly applies, 
and of this the result of the recent elec- 
tion may be taken as further proof. 


IRISH FREE STATE 


Contrasting with the depression exist- 
ing in most countries at the present 
time, conditions in the Irish Free State 
are fairly prosperous. Emigration has 
fallen off—due partly to conditions in 
the United States of America, the ob- 
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jective of the bulk of the emigrants, 
but due also, to some extent, to better 
conditions in the Irish Free State itself. 
Among the evidences of these improve- 
ments are increased bank clearings, the 
maintenance of banking profits, or their 
increase in several instances, a more 
favorable situation with respect to the 
international trade balance, and the rise 
in the price of public securities. One 
cause of Irish prosperity has been the 
determination to specialize in the pro- 
duction of livestock of high quality. 
This policy has been aided by the low 
price of feeding stuffs. A sound finan- 
cial position has been maintained by 
the refusal of the government to be 
stampeded in the extension of “social 
services.” 


CZECHOSLOVAKIA 


Throughout 1930 business activity in 
Czechoslovakia yielded gradually but 
steadily to the influences of world-wide 
business depression. The post-war peak 
reached in the first half of 1929 was 
followed by a consistently downward 
trend except for minor seasonal develop- 


ments. At the close of 1930 evidences 
of an upturn were still lacking. Never: 
theless an economic crisis, such as sev 
eral other countries are undergoing, has 
so far been avoided, and a general re’ 
vival in world trade during the coming 
year would find a quick response in 
Czechoslovakia. Business indicators in 
this country are showing a remarkable 
resistance to adverse developments. Car- 
loadings for the first eleven months of 
1930 were barely 8 per cent. under the 
corresponding figure for the previous 
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year. While bank clearings fell off 13 
per cent., employment showed a decline 
of less than 4 per cent. and foreign 
trade is holding up well. Industrial 
activity was maintained at a fair rate 
during 1930; the total volume of pro- 
duction was not materially different 
from that of 1927, a comparatively 
good year, and not more than 10 per 
cent. below the record years of 1928 
and 1929. The trend in 1927, how 
ever, was consistently upward, whereas 
in 1930 it was slowly but steadily 
downward. At the close of 1930 in- 
dustrial activity was perhaps 20 per 
cent. under the peak reached in the 
first half of 1929. 


CHINA 


The silver situation continues to be 
the all-absorbing topic of interest in 
Shanghai business circles, complicated 
by rumors of American silver loans to 
China and by the divergent views on 
the subject. The outlook is thus un- 
certain and, combined with continued 
instability, is reflecting unfavorably 
upon both the import and export trade. 
China’s new tariff in some instances 
under specific schedules is, because of 
falling prices abroad, proving higher 
than contemplated, especially woolen 
goods, which range from 60 to 125 per 
cent. ad valorem in present-day values. 
Satisfactory progress toward the return 
of rolling stock held by militarists is 
reported by the Ministry of Railways. 
The ministry plans the purchase of con- 
siderable numbers of locomotives and 
cars, presumably drawing upon returned 
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ches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


British indemnity funds for part of the 
total payment, and upon Chinese bank 
loans for the balance. Continuous 
silver fluctuations are exerting an ex- 
tremely unfavorable influence upon both 
the import and export trade of Tientsin. 
The North China tax situation remains 
unadjusted, likin still being collected by 
a large number of tax offices. Money 
tightened in preparation of settlements 
in the lunar new year. Hong Kong 
trade for the period April to Decem- 
ber in 1930 showed increases in both 
imports and imports over the similar 
period in 1924. The percentages of the 
principal countries in Hong Kong’s 1930 
import trade in Hong Kong dollar value 
are as follows, with 1924 percentages 
given in parenthesis: British Empire, 17 
per cent. (23); United Kingdom, 9 per 
cent. (14); Japan, 12 per cent. (13); 
United States, 7.1 per cent. (8.2); Ger- 
many, 4.6 per cent. (2.6); 1930 exports 
were distributed as follows: British 
Empire, 12 per cent. (10); United 
Kingdom, 9.5 per cent (14); China, 53 
per cent. (63.5); Japan, 4 per cent. 
(5); and United States, 3.3 per cent. 
(3.7). Manchuria presents an extremely 
pessimistic outlook because of weak de- 
mand: for Manchuria’s export commodi- 
ties, and further depreciations in silver. 
Railways are contemplating reductions 
in freight rates in order to induce busi- 
ness activity. The Chinese Eastern 
Railway announced a reduction of 50 
per cent. in passenger rates, effective 
February 1. 

China’s import trade during 1930 
shows an increase over the previous 
year of 10 per cent., figured in haikwan 
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New York Representative: 
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taels, the customs official unit of valua- 
tion. Imports from the United States 


trade. Although stocks of raw cotton 
are still below normal, importers are 


increased 17 per cent. in haikwan tael 
value; from Japan, 5 per cent.; and 
from India, 133 per cent. Imports 
from the United Kingdom decreased 
13 per cent. 


JAPAN 


Business and industry in Japan con- 
tinue at a moderate rate of activity 
with foreign trade for the first twenty 
days of January showing an excess of 


exports of 6,000,000 yen. This is an 
unusual trend for the first month of the 
year when usually an excess of imports 
occurs. The reversal of the trend this 
year, however, is due more to a de- 
cline in imports of raw cotton than to 
any pronounced increase in export 


cautious in making further commit- 
ments and are buying on a_hand-to- 
mouth basis in view of the continued 
decline in prices and production curtail- 
ments in the spinning and weaving in 
dustries. Prices of Japan's agricultural 
products are still falling. Large crops 
have contributed to the decline. Fur: 
ther government purchases of rice are 
essential in order to maintain prices. 
The official report of last year’s rice 
crop places production at 66,882,000 
koku (392,435,000 bushels), an increase 
of 7,157,000 koku (36,643,000 bushels). 
The cocoon crop for 1930 was 106, 
464,000 kwan (878,328,000 pounds), 
an increase of 4.3 per cent. over 1929, 
according to official reports, and prices 
are now lower. 
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Current Conditions in Canada 


tions in Canada are reported by 

the Bank of Montreal and the 
Canadian Bank of Commerce, Toronto, 
in their monthly reviews of business 
for February. The Business Summary 
of the Bank of Montreal for February 
23 says that, as February is normally 
a quiet month in both wholesale and 
retail trade, no significance attaches to 
the lack of briskness in general busi- 
ness, “but it can be said that prospects 
are believed to be somewhat brighter. 
Encouragement of confidence may, 
perhaps, be found in the tendency to 
halting of price decline at the recent 
low levels, from which in some in- 
stances a definite rise has since oc- 
curred. Grains, notably wheat, are 
higher on the month, and the quota- 
tion for copper has firmed. The textile 
industries, cotton, wool, rayon, have 
had a larger winter trade and are 


GS eons in better business condi- 


operating closer to capacity than was 

the case a few months ago... .” 
The Monthly Commercial Letter of 
the Canadian Bank of Commerce em- 
phasizes as welcome developments the 
“comparative firmness in wholesale 
prices and new business for certain 
basic industries sufficient to offset the 
seasonal decline in other branches that 

invariably follows holiday trade.” 
“The upward trend in some major 
industries,” the Letter says, “follows a 
decline in December consequent upon 
year-end inventory taking, plant over- 
hauling and, in the case of one im- 
portant steel unit, some major changes 
preparatory to the production of heavier 
material, which in itself caused quite 
a sharp reduction in the December out- 
put. The turn in January toward 
greater activity was mainly of a sea- 
sonal character, but it also indicates that 
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a start has been made on the national 
program of development. 


NO SHORT CUT TO PROSPERITY 


“A new psychological factor is to be 
observed, namely, a general realization 
that there is no short cut out of the 
valley of depression. In other words, 
there is less expectation that some 
fortuitous event or some extraneous 
factor will immediately lift business 
to the height of prosperity, while there 
is growing confidence on the part of 
individuals of their own ability to solve 
their problems. The worst shock of the 
depression is over, and most people are 
beginning to learn that there are 
measures at their command to overcome 
it. This attitude is quite different from 
that which a few months ago expressed 
itself by the opinion that depression 
was merely a mental state, and that 
the restoration of prosperity required 
merely an optimistic viewpoint. With 


the return of individual confidence 
there should follow a correction of all 
uneconomic practices and the adoption 
of sound policies.” 


FOREIGN TRADE 


Wheat exports in January were 
almost double the quantity shipped out 
of Canada during the corresponding 
month last year and for the week 
ended February 13 the visible supply 
of wheat in the country decreased 
nearly 5,000,000 bushels, according to 
the Bank of Montreal’s Business Sum- 
mary 

“On the whole, however,” says the 
Summary, “the new year has not yet 
brought improvement in Canada’s 
foreign trade, which in 1930 was 
$593,481,000 less in value than in 1929, 
imports having decreased $290,513,000 
and exports $302,968,000. Last month, 
January, 1931, external trade decreased 
$63,983,000 compared with the cor- 
responding month last year, being a 
decline of 40 per cent. in equal propor- 
tion as respects both imports and ex: 
ports. In only one class of exports did 
an increase occur last month, furs, the 
value of shipments reaching $2,720,000 
against $1,859,000 in the corresponding 
period last year. Higher customs duties 
on textiles and some manufactures of 
iron and steel, which recently became 
operative, have reduced importations of 
these ‘goods, but the chief factor ad- 
versely affecting external commerce has 
been diminished buying power of other 
countries and the displacement in their 
markets of Canadian produce. 


CAR LOADINGS 


“Car loadings do not yet indicate 
any increase of business activity. In 
one class of merchandise only has a 
larger movement occurred this year, 
namely, grain and grain products, load- 
ings of which to February 7 were 6478 
cars more than in 1930. The decrease 
in total car loadings in the first five 
weeks of this year has been 58,127 
cars or 17.7 per cent., compared with 
1930, and almost one- thalf of this de- 
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crease has occurred in forest products, 
lumber loadings being down 4658 cars, 
pulpwood 14,095 cars, pulp and paper 
3033 cars, and other forest products 


4976 cars. Loadings of ore have been 
40 per cent. less and of coal 27 per 
cent less. 


BUILDING 


“Building construction in sixty-one 
Canadian cities decreased in value 
$119,653,000 in 1930 from that of 
1929, but was larger in amount than 
in any year preceding 1928. There 
is a fair volume of work in hand for 
the season, and this is expected to ex- 
pand when winter ends. It is striking 
that, according to the Department of 
Labor returns, the index number of 
wages in the building trade, 203.2, was 
last year the highest on record, the 
base figure, 100, being the average in 
1913. 

“Low prices have checked production 
of non-ferrous metals and cut down 
the value of the output. Notably so 
is this the case with silver, of which 


1,689,500 ounces were exported last 
month of a value of $528,788, com- 
pared with an export of 1,121,820 
ounces in January, 1930, of the value 
of $531,400. Nickel exports of 22,647 
cwt., valued at $599,200, compare with 
an export of 59,332 cwt. and $1,535,- 
770 in value in January last year. 
Copper output has also been reduced 
in quantity and value by the fall in 
price.” 


BANKING STATISTICS 


The Royal Bank of Canada, Mon- 
treal, in its February Monthly Letter 
contains a review of recent develop- 
ments in Canadian banking statistics, as 
follows: 

“In the interpretation of Canadian 
banking statistics, the relation of sav- 
ings deposits to current loans is signifi- 
cant, and an upward trend in the 
volume of savings deposits is an essen- 
tial to a satisfactory money situation. 
From July, 1930, to the end of Novem- 
ber, the latest date for which informa- 
tion is available, the total of notice 
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or savings deposits in Canada showed 
a steady increase. From a peak of 
$1,526,000,000 in January, 1929, there 
had been a decline until the total for 
July amounted to $1,402,000,000. In 
August a small increase amounting to 
$2,000,000 gave a tentative indication 
that this decline had been checked. 
The figures for each subsequent month 
gave confirmation to this theory, and 
the total savings deposits in Canada 
at the end of November amounted to 
$1,439,000,000._ This is particularly 
striking in view of the reduced returns 
which have been received for grain, 
lumber, paper and other commodities, 
and the reduced wage payments caused 
by curtailment of business. 

“During the prosperous years pre- 
ceding the present depression, the credit 
requirements of Canadian _ business 
greatly increased with the general ex- 
pansion of the period. Commercial 
loans in Canada amounted to $1,473,- 
000,000 in October, 1929. During the 


following thirteen months, these loans 
declined approximately $290,000,000, 
reflecting the general slowing down of 
business during 1930, as well as the 
attempt on the part of business men 
to place their affairs in a more liquid 
position. The decline in commodity 
prices and the decreased inventory 
values resulting from this decline, as 
well as the reduction in stocks of mer- 
chandise carried, were also important 
factors in reducing the commercial loans 
outstanding. The ratio of commercial 
loans in Canada to savings deposits 
and the general credit position have 
been improved by this process. When 
loans were at their peak, the total was 
approximately $3,000,000 in excess of 
savings deposits. With the decrease in 
loans and the increase in deposits, this 
position has been gradually improved 
and such deposits are now some $225, 
000,000 greater than commercial loans. 

“There must necessarily be a period 
during which savings are accumulated 
and the total is built up to sufficient 
proportions to encourage an expansion 
of credit and business. The upward 
trend shown in recent months denotes 
the return of habits of thrift. Should 
the movement be maintained, a strong 
foundation will be laid for the further 
development of Canadian industry and 
trade.” 


INTERNATIONAL BANKING 
NOTES 


dinaviska Kreditaktiebolaget, Stockholm, 

as of December 31, 1930, showed capi- 

tal of Kr. 87,188,000, reserve fund of 
Kr. 94,812,000, deposits of Kr. 593,241,099 
and total resources of Kr. 1,095,183,280. 


Sores of condition of the Skan- 


Net profits of Williams Deacon’s Bank 
Limited, Manchester, for the year ended 
December 31, 1930, were £278,627, ac’ 
cording to report of the institution's direc’ 
tors. To this has been added £31,225 
brought forward from the previous year, 
making a total available for distribution of 
£309,852. Dividends at the rate of 124 
per cent. per annum absorbed £234,375 
and £50,000 was added to contingencies 
account, leaving a balance of £25,477 to 
be carried forward. 
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BALANCE sheet of the Midland Bank 
Limited, London, for December 31, 1930, 
shows paid up capital of £14,248,012, re- 
serve of a like amount, current, deposit 
and other accounts of £395,632,143 and 
total resources of £455,256,851. 

Capital and reserve are greater than at 
the same date in 1929, when they were 
each £13,432,968. Deposits also showed 
an increase during the year from December 
31, 1929, when they were £3'76,703,193. 
Resources increased during the year from 
£445,789,491 to tthe figure given above. 

Aggregate assets of the Midland Bank 
and its affiliated companies exceed £521,- 
000,000. The bank itself operates 2100 
branches in England and Wales and, to- 
gether with its affiliations, it has 2550 offices 
in Great Britain and Northern Ireland. 


IN its December 31, 1930, statement of 
condition Martins Bank Limited, Liverpool, 
reported capital of £4,160,042, reserve fund 
of £3,507,872, current, deposit and other 
accounts of £78,562,603 and total resources 
of £92,289,957. The report of the direc- 
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tors, on January 27, 1931, was 
hundredth annual report of the bank. 


the 


THE foreign exchange department of the 
Union Bank of Switzerland, Zurich, has 
compiled and is distributing two graphic 
charts illustrating the fluctuations during 
the last three years in some of the more 
important currencies. 


In this department in December appeared 
a summary of the profit and loss statement 
of Ernesto Tornquist & Co., Ltda., Buenos 
Aires, for the six months ended June 30, 
1930, along with figures for the firm’s 
capital, reserves and. resources as of the 
same date. In giving the figure for total 
resources, only the gold pesos were given, 
whereas the company’s assets also included 
for that date 211,366,677 paper pesos. 
When turned into gold pesos, these totaled 
93,001,337, which, when added to the 
28,589,067 gold pesos, gave the firm total 
resources as of June 30, 1930, of gold pesos 
121,590,404, instead of gold pesos 28,589,- 
067, as was stated in the December issue. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


MARCH, 1931 


ADVERTISING THE SMALL BANK 
Who Is to Handle the Advertising ? 
By ALFRED C. GREENE 


the Middleford Na- 
tional Bank had reached 
a conclusion. This conclu- 
sion concerned the advertis- 
ing of “Middleford’s largest 
bank, capital one million.” 

The town of Middleford, 
located in a well bal- 
anced manufacturing-agricul- 
tural region in the Middle 
West, had a population of 
about seventy thousand. 

In the last ten years, two 
or three of the lesser banks 
in Middleford had shown 
conclusively that they had 
aspirations to a larger share 
of the town’s banking busi- 
ness. Their aggressive ad- 
vertising had demonstrated 
its effectiveness by a substan- 
tial increase in their business. 

President Brown laid 
down the bank statements of 
two rival banks and frowned. 

“Yes, sir,” he repeated, 
“we'll have to go into ad- 
| vertising, too.” 

“But Mr. Brown,” pro- 
tested the first vice-president, 
“we're advertising now. We 
have a trust booklet and we 
take space in the papers 
every month.” ” 

“It doesn’t get new busi- 


A second article by Mr. 
Greene entitled “How Not to 
Spend the Advertising Appro- 


Priation” will appear in the next 
number, 


Pie mia Brown of 


ness or keep what we have,” 
retorted President Brown. 
“It seems to me we need bet- 
ter advertising, advertising 
that says something about 
the Méiddleford National 
Bank in particular, and it’s 
time now that we got some- 
body right here in the bank 
to prepare that advertising 
for us.” 

Such was President Brown’s 
conclusion, and it stuck. 

If President Brown had 
been the usual sort of bank 
president he would have 
taken his conclusion to Orin 
Jones, who had been with 
the bank for twenty years. 
Orin had begun as a mes- 
senger and had faithfully 
worked his way up through 
the organization as book- 
keeper, teller and finally as- 
sistant cashier. He knew 
the bank business thoroughly, 
and was the junior officer 
upon whose shoulders extra 
ot “odd” jobs were ordinarily 
placed. Brown was not, how- 
ever, an ordinary president. 

Two days later the vice- 
president had an inspiration. 
He carried the inspiration 
to President Brown. 

“Orin Jones,” said the 
vice-president, “has lots of 
time. Why couldn't we get 
him to prepare our ddvertis- 
ing for us?” , 


“No,” said Brown, “he 
won't do. For two very 
good reasons: First, Orin is 
too good a banker. If neces- 
sary, he could step into my 
shoes and run the whole 
place. We've got to keep 
him busy in the bank. He 
has the mind of a banker, 
and it’s no reflection on him 
to say that the mind of the 
banker isn’t necessarily a 
good advertising mind. The 
banking mind is not a sell- 
ing mind, and advertising is 
nothing more than selling 
the bank. In the second 
place, Jones doesn’t want to 
do advertising. If we should 
go to him and tell him that 
he was going to be respon- 
sible for our advertising, his 
face would lengthen, he 
would add a folder labeled 
‘advertising’ to his file of 
work and it:would be simply 
an addition to.an already 
heavy responsibility. Min- 
gled with a flow of new cus- 
tomers, mortgages, loans, 
trusts and estates, you could 
hardly expect Orin to look 
at advertising as selling. He 
would get it done, but he 
would do it at odd hours, 
and under protest. We'll 
have to find some other man 
for the job.” 


MANY SIMILAR SITUATIONS 


During the period since 
the. war, many banks have 
arrived at a state in their 
growth where they have a 
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definite message to present 
to the public in their adver- 
tising. Too often the presi- 
dent or manager of the bank 
faces the problem with a 
lack of real understanding. 
For one thing, advertising is 
deceptively simple. Any one 
can read an advertisement 
and on the surface it is a 
plain bit of writing. In the 
second place, it is likely that 
an official or any employe 
who has been with the bank 


long enough to understand 
its underlying policies has 
been trained as a banker to 
deal with facts and figures, 
rather than with words. He 
has not been trained to ad- 
vertise and usually has no 
desire to try to write ad- 
vertising. 


Advertising is selling. Bank: 


advertising is no different 
from any other advertising 
in this respect. It differs 


from most advertising, how- 


The photograph of a New York society woman discussing 
details of a living trust with one of the assistant trust 
officers of the bank is reproduced in an advertisement of 
a New York trust company. The advertisement was run 
full-page size in the rotagravure section of one of New 


York's Sunday newspapers. 


A group of New York sav- 


ings banks have been running testimonial copy, but this 
advertisement is thought to be the first of that type used 
by a commercial bank or trust company in New York City. 
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ever, in that it sells a highly 
standardized service with 
which a large portion of the 
public is already familiar. 
Herein lies the problem. 

How can this standardized 
service be presented in a 
manner so as to_ interest 
those of the public who are 
not using any of the bank’s 
services, and also many of 
its own customers who are 
not using as many of the 
bank’s services as they could 
use profitably? Here is where 
the banker with a thorough 
background of bank training 
strikes a snag. So thorough 
is his knowledge of banking 
that he is constantly tempted 
to go into great detail which 
is of no matter in advertis 
ing and which above all does 
not sell service. One might 
almost say that he knows 
too much. 

But here do not infer that 
advertising requires an ig 
norant man. It requires not 
a lack of knowledge, but the 
ability to select knowledge, 
to simplify, to present it 
with a fresh, keen, vital in 
terest and to project these 
qualities into the copy 9% 
that the reader will inev’ 
tably read it. Above all, en 
thusiasm for the job is an 
essential. 

Next, do not fall into the 
error of believing that the 
advertising copy can 
turned out off-hand any 
rainy Thursday afternoon. 
Writing copy takes time. 
And yet do not forget that 
actually writing the copy is 
a relatively small part of the 
advertising man’s job. First 
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comes the planning of the 
year’s work; second, prep- 
aration of the copy; third, 
the selection of media; 
fourth, the mechanics of pro- 
duction of the advertising 
job. 


QUESTION TO ASK 


The question to determine, 
then, in deciding who is go- 
ing to handle the advertising 
for the small bank, is, “Who 
in your bank has, first, the 
ability to write copy; second, 
a natural liking or enthus- 
iam for advertising work 
and selling; and third, who 
has time which, by a read- 
justment, could be given to 
advertising?” 

In picking such a man it 
is perhaps not best to con- 
sider an employe who is too 
young. It is discouraging 
to prepare a young employe 
for six months or a year and 
then have him decide to quit. 
The man selected should be 
one who is reasonably sure 
to stay. Then, having elimi- 
nated those you know are 
hut available, you are ready 
for the first weeding out of 
candidates. 

Ask those who have not 
already been eliminated, 
“How would you like to 
handle our advertising?” If 
they throw up their hands in 
horror, eliminate them. For 
we have already decided 
that a man must have a 
natural liking for advertis- 
ing or selling work to be 
Successful at it. By this 
time you have your list of 
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This display of the Cleveland Trust Company during 

National Thrift Week had a movable disc which moved 

each day to indicate the specific “day” being observed 
during the week. 


prospects pretty well nar- 
rowed down. But of the re- 
mainder you have probably 
had some pretty emphatic 
yes’s——and in that remainder 
are some of the bookkeepers, 
tellers and perhaps a few 
junior officers. 

“What, let a teller or 
bookkeeper handle our ad- 
vertising?”” you say. Wait 
a minute—why not? An 
advertising man does not de- 
termine the advertising 
policy of the bank—that is 
for the officers of the bank 
to determine. The advertis- 
ing man writes copy and 
sees to the actual production 
of the advertising—he does 


not at first necessarily deter- 
mine what is to be said, but 
only how it is said. We are 
talking now about getting 
work done which officers 
and experienced _ bankers 
haven't the time or inclina- 
tion to do. However, if you 
pick the right man at the 
start he will in two or three 
years be able to analyze both 
the bank’s and the commu- 
nity’s needs and be able to 
advise just what should be 
advertised, and how, where 
and when. Let’s leave the 
tellers and bookkeepers and 
other promising candidates 
on our list of prospective 
advertising men for a while. 
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COMMEMORATING 


LiFe INSURANCE 


DAY-NATIONAL THRIFT WHEK 


To help you secure 
all the benefits of Life Insurance 


The protective value of life insurance nowsdays is 
recogaued by every reyponuble man. He appreciates 
che case with which u caables hum to build a0 escase 
that he could otherwise obtas only by s lengthy 
and careful program of saving snd invenment. He 
eealiaes that he owes hes family the security such aa 
esate allords. 

Often, however, the beneécianes, through ine xperi- 
cence oF lack of kmowledge, dusspate the proceeds of 
life inmarance and defeat ics purpose. To safeguard 
policy-holders from this eventuality, the Union 
Guardine Tras Company and the Highland Park 
‘Tram Company provide the Life Insurance Trus. 
Through such » crust you can arrange 10 have the 
proceeds of your life usursace savewed sod sdaue- 
tmered for your benetciaries by men of acheow 
edged taleme vn these melds 

Amother sdvamage of sa adequate life vasurace 


GUARDIAN 


DETROIT 


Program is that i gives che policy holder » beter 
credn standing. The insured man 1s 10 a better pow 
toe when be has accamon to borrow Also, there is 
the mounting cash value of the policies, which is 
avaslable va emergencies, 

‘The payment of insurance premiums is easy, if ae- 
rangement is made to pay for chem monchly in the 
same manner as you pay your reat, telephone, etc. 
Such a0 arrangement is offered by the Michigan 
ladustrial Bank. Through depositing monthly one- 
twelfth of the total amount of your insurance prems- 
tums, you build up « fund from which the baak pays 
the premiums as they come due. Furthermore, the 
bank pays you 3% imerest on all deposus from day 
of depoun wacil the funds are used. Your premiums 
are thus comfortably budgeted throughout the year. 
Oticers of any of the Detroit units of the Guardian 
Detroit Union Group, lecorporsted, will gladly 
ive you detailed explanations of the sbove services. 
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NATIONAL BANK OF COMMERCE 
HIGHLAND PABK STATE BANK 
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UNION GUARDIAN 


TRUST COMPANY 


HIGHLAND PARK TRUST COMPANY 


MICHIGAN 


COMMEMORATING Lite 
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INDUSTRIAL 


INSURANCE 


BANK 


DAY-NATIONAL THRIFT ween 


In carrying out its policy of indorsing life insurance, 
the Guardian Detroit Union Group published this ad- 
vertisement in Detroit newspapers on Life Insurance 


Day of National Thrift Week. 


FINAL SELECTION 


We're ready now for the 
final selection. Ask each 
candidate to submit to you 
six typewritten advertise- 
ments, headlines and _ all, 
each containing possibly fifty 
words in addition to the 
heading. Allow a _ week’s 
time for the production of 
this copy, or even more. 

When you have adver- 
tisements from all the candi- 
dates in a neat stack upon 
your desk, turn them over 
to an experienced advertis- 
ing man. Don’t attempt to 
judge them yourself as ad- 
vertising. Remember that 
you are a banker, that the 


chances are a thousand to 
one that you never would 
have been an_ advertising 
man, and that you are prob- 
ably not in a position to 
judge another man’s busi- 
ness. You go to your lawyer 
to learn about law, and you 
stick to his advice; you go 
to your doctor and follow 
his advice; and you expect 
them both to come to you 
for financial advice and fol- 
low it. When you want ad- 
vertising judgment, in the 
matter of advertising, it’s a 
good idea to go to a pro 
fessional advertising man. 
Where can you find a 
good judge of advertising? 
You probably have among 


ee 


your customers one or two 
department stores or pos 
sibly more; perhaps some in- 
dustrial concern is doing a 
successful job of advertising 
and selling; or perhaps you 
know a professional advertis 
ing manager. Ask two or 
three of them to select the 
best advertisements in the 
collection on your desk. 
Ask them which of your 
candidates shows the most 
promise of developing into 
a good financial advertising 
man. 

Perhaps after you have 
received a judgment on your 
advertisements from several 
of your customers, you will 
feel not quite satisfied until 
you have sent the cream of 
the crop to one of your 


large correspondent banks in 


the city. Select the bank 
you believe to be doing the 
most conspicuously success 
ful job of selling its services 
through its advertising. 
Finally, you find, let us 
say, that the advertisements 
written by Jim Wilson, the 
teller who has been with 
you for three years, are con- 
sidered the best advertise 
ments of the bunch, and you 
feel that Jim might be 
trained into a successful ad: 
vertising man for your bank. 
Call him into your office 
for a little talk. Tell him 
that you have decided he 
might have the job of han 
dling your advertising. That 
is going to please him right 
down to the ground, if he 
is the right man. Tell him 
that he has a lot to learn, but 
that you are willing to help 
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him and are going to give 
him time enough to learn it. 

Tell him that you are go- 
ing to determine the adver- 
tising policy of the bank for 
the present, but that he is 
going to produce the actual 
advertising. Explain to him 
that help may be had from 
many sources—the Finan- 
cial Advertisers’ Association, 
books on advertising and 
magazines which deal with 
the problems of bank adver- 
tising. 

Make it plain to Jim Wil- 
son that you can’t teach him 
anything about advertising, 
but that you are going to 
give him plenty of oppor- 
tunity to learn from these 
other sources—and he may 
be expected to use a lot of 
the bank’s time and a lot of 
his own in learning. If he 
is the right man, he will 
realize for himself that there 
may be a chance for him 
not only to become adver- 
tising manager, but manager 
of the new business depart- 
ment in a few short years, 
if he has the ability and will 
buckle down to the job. 

Then it is for you to make 
good these promises and not 
keep Jim’s nose in a routine 
job and expect him to ab- 
sorb advertising experience 
on his own time. 

So, for a bank in the sit- 
uation, with respect to ad- 
vertising, similar to that of 
the Middleford National, we 
suggest as a solution the 
above method of picking a 
man right out of the bank’s 
organization and trying him 
out on the job. 
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HOW BANKS ARE ADVERTISING 


IN announcing the completion 
of its new building, the First 
National Bank of Atlanta, Ga., 
has published a good looking 
booklet showing a number of 
views of the new structure and 
presenting an historical sketch 
of the institution and a descrip- 
tion of the new building. The 
booklet is 8% by 11 inches in 
size and contains 24 pages in 
addition to the cover. 

Both cover and inside pages 
are cream colored, with printing 
in black and rose. On the cover 
is reproduced a drawing of the 
exterior of the new building, 
with the words, “The New 
Home of the First National 
Bank of Atlanta.” 

The question of whether to 
use rough or coated paper for 
the inside pages is interestingly 
solved in this brochure. Both 
are used, but the two kinds have 
been so well matched in color 
that, as one looks at the opened 
booklet, the two pages seem 
identical as to stock. This al- 
lows for the use of full-page 
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halftones, which reproduce best 
on coated stock, while at the 
same time the rough paper can 
be used for the text. A careful 
planning of layout was neces- 
sary, of course, for the correct 
working out of this plan. 

Text is printed in black with 
rose tint blocks containing, by 
way of contrast, drawings of 
various parts of the building 
referred to in the text. 


A METHOD of testing advertise- 
tisements as to their attention- 
getting value has been devised 
by the Security-First National 
Bank of Los Angeles. The in- 
stitution has 130 _ branches 
located in southern and central 
California, each of which offers 
practically the same services. 
The task of presenting these 
services to the public is carried 
on by means of newspaper space, 
lobby and window displays and 
posters, direct mail and, in some 
cases, radio, 

Each bank has in its lobby a 


stand built to accommodate a 
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HE Families and Descendants of many changed, the Money was changed; but there 
of the Merchant Princes of the City of are the same old Name: on the Books of the 
New York, at the close of the Revolutionary seme old Bank.” @. The foregoing was written 
War, continue te this day to be identified in a thirty years ago, but it is just as true today, 
business way with the-Bank of New York, as it was then. Many of the names, listed 
which their Ancestors helped to organize. at the right, are still to be found on the books 


©. The Streets have changed, the Times have of the bank. 


BANK ef NEW YORK asd TRUST COMPANY 
CAPITAL, SURPLUS AND UNDIFIDED PROFITS $20,000,000 a 


48 Wart Sraeer, New York 
Uparen Office: Medion Avenwe ot 63rd Street 


Another in the series of interesting historical adver- 
tisements, several of which have been reproduced in 


these columns in previous months. 


They emphasize 


the stability of this New York institution by telling of 
its long years of high standing. 
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poster and when an advertise- 
ment is prepared for some par- 
ticular bank service it is first 
made up in poster form and dis- 
played in the lobby of one of 
the branches. A member of the 
advertising department checks 
the number of persons entering 
the bank, the number who look 
at the poster and the number 
who stop to read it. If a de- 
cision is to he reached as to 
which of several posters is best, 
they are displayed on consecu- 
tive days, and a record kept of 
each one's _ attention - getting 
power. 

The material is next tested in 
window displays. The lobby 
poster is enlarged to 2 by 3 
feet and put in the window of 


a downtown branch, where two 
of the staff keep check, one 
counting the number of people 
passing and the other the num- 
ber of people who look at the 
poster. 

The bank has proved to its 
satisfaction that invariably the 
same poster will rank highest 
wherever it is shown, and that 
approximately the same _ per- 
centage of people read a window 
poster as do a lobby poster. 

Though it is impossible to test 
in the same way the newspaper 
advertisements, the bank con- 
siders that if an advertisement 
fails to attract attention as a 
lobby or window display, it will 
not prove a “knockout” as a 
newspaper advertisement. 


TRUE STORIES OF BUSINESS SUCCESSES IN NEW ENGLAND 


TURNING A ONE-WAY SALES PLAN 


INTO A 


TWO-WAY STREET 


SALES FOR 


For decades » certain New England bosiery i 
manutecturer prospered. It seemed a» (bough 
the factory had only to make goods of an 
uaumpeechable quabty for the public to de- 
mand them. 


But tem years ago the business began to 


1930 STEADILY INCREASING 


siery styling. Then several new models, 
made to conform with the consumers’ de- 


sures, sere placed on the market. 


‘Ths machinery ond buildings wore in good 
coad:tice. The emplorces lived in pleant 


garded a8 2 one-way street. The traffic was 


all trom the factory to the consumer. What At the National Shawmut Bank we are con- 
the factory made, the comumer had to take. stantly studying eur customers’ needs and 
Further study proved that sales thinking desires. Mor example, oar desire to help busi- 
should move two says—that the consumers’ —oess executives resalted i or orgummnng the thems frequently enable it to throw new light 


winbes, mot the factory's were an impurtemt Shawmut \erchendining Diviniun. 
This Division makes available the rich 


frunde to werrbaadming sed productua, 
howe 


‘upoa old 
Uf you are am executive with « busincss 


‘with wbolesslers, re- stores of experience and information tbat the problem in New England ws shall be glad 
tailors and consumers were quickly estab- bank bas gained through 4 years of intimate to hear from you. Just eatline your prob- 


lished. Ideas from these sources were mot contact with New England business. 


lem im a letter and send it to our Merchan- 


enly encouraged but sought after. Careful ‘The Mevchandising Division is mot are ising Division. Perhaps Shawanut can help. 


THE NATIONAL 


Shawmut 


Bank 


40 WATER STREET BOSTON 


One of an unusual and interesting series of advertise- 

ments being run by a Boston bank under the heading, 

“True Stories of Business Successes in New England.” 

The series describes the bank's “Merchandising Divi- 

sion,” which was formed to aid business men in solving 
their New England problems. 


On the first page of the Febru- 
ary Cedar Rapids Savings Let. 
ter, published by the Cedar 
Rapids Savings Bank and Trust 
Company, Cedar Rapids, Towa, 
is reproduced a photograph of a 
family group at the breakfast 
table. The young mother and 
two small children are smiling 
at their father, who looks equally 
pleased. Below is the caption, 
“Of course Daddy smiles. With 
six months’ salary as a reserve 
in his Savings Account, the 
daily living expenses of his home 
are assured for six full months 
without disturbing any of his 
other investments.” 


THE attitude of the practical 
business man of today toward 
the one of scientific leaning, as 
compared with the same situa- 
tion a generation ago, is the 
subject for an interesting folder 
of the Harris Trust and Savings 
Bank, Chicago. 


On the cover of the folder is 
a drawing of the business man 
and the scientist of former days, 
with the words, “Just fritterin’ 
away your time.” The copy ex: 
plains what has been done for 
business by research and shows 
the place of the banker in this 
picture of co-operation. “The 
spirit of constantly trying to do 
a better job today than yester- 
day has been a source of inspira’ 
tion to American bankers who 
have sought to march step by 
step with American business in 
its rise to world leadership. This 
bank is proud of its connection 
with American business, and it 
is our objective to serve Ameri 
can business men to the limit 
of our capacity. Our officers 
are always glad to take all the 
time necessary for this purpose. 


THE Portage Avenue and 
Vaughan Street branch of the 
Bank of Montreal, Winnipeg, 1s 
aiding in the solution of the 
parking problem in that city by 
the distribution of a booklet in 
cluding a map which shows the 
location of the bank and the 
parking facilities within a few 
blocks of it. Unrestricted park 
ing and hour parking are shown 
by different shading. 

The booklet informs its read’ 
ers that parking facilities at that 
branch are adequate and that 
although the branch is located 
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in the heart of Winnipeg's 
chopping district, there is no 
trafic congestion and adequate 
parking space is available close 
at hand. 


New YorK members of the 
Financial Advertisers Association 
entertained visiting members of 
the association at a luncheon at 
the Roosevelt Hotel last month, 
during meetings of the extension 
committee and the trust develop- 
ment committee, both of which 
were being held in New York. 
H. A. Lyon, second vice-presi- 
dent of the association, was 
toastmaster, and speakers in- 
cluded F. R. Kerman, president 
of the association; Charles H. 
McMahon, first vice-president; 
Don Knowlton, publicity man- 
ager of the Union Trust Com- 
pany of Cleveland; and Preston 
E. Reed, executive secretary of 
the association. 


A RADIO campaign that has been 
carried on for a period of al- 
most four years has convinced 
the Providence Institution for 
Savings of Providence, R. L., 
that this medium produces ex- 
cellent results. ‘Account after 
account has been opened in di- 
rect response to the radio ad- 
vertising,”” it was stated. “It is 
a fact that many new accounts 
have been opened by persons 
who tell us they came here be- 
cause they heard our broadcasts 
and liked them.” 


The bank’s programs consist 
of stories about the history of 
Rhode Island and are given by 
the “Rhode Island Historian.” 
Talks last ten minutes and are 
broadcast at 7:40 on Monday 
evenings when most people have 
finished dinner and are at lib- 
erty to listen to their radios. 
The programs are announced in 
the Monday newspapers to re- 
mind old listeners of the event 
and attract new ones. 


The programs are announced 
as those of the Rhode Island 
Historian and no mention is 
made of the bank until the end, 
when the broadcaster mentions 
that the program is sent by the 
bank, “where interest is paid 
from the day of deposit to the 
day of withdrawal.” 

. the weekly talks are printed 
in booklet form and Rn dis- 
tributed at the bank's offices on 


aq new car 


A certain man puts ten cents into his First National 
Savings Account for every mile he drives his automobile. 
When he needs a new car, he buys it with cash from this 
fund... Perhaps you will be surprised to Jearn that this 
man could buy several automobiles for cwh f he wanted 
to, because he is a very successful business man... He in- 
forms us that he gets a big thrill out of doing it this way 
because it keeps fresh the memories of his youth, when 
he learned thrift through the dime saving habit....This 
unique plan is equally good for payment of taxes—life 
insurance premiums — vacations — a college tund for the 
children and other necessities of life....Come to our 
SAVINGS DEPARTMENT and give this plan a trial. Get 
one of our Savings Banks and save for that new car, 
with St. Louis’ Largest Bank. If you desire to save a smaller 
amount — you can adopt the “one or five cent a mile” plan. 
Remember it's not the amount —but regularity that counts. 


A Safe and Convenient 
Place for Your Savings 


Finst National Bank 


<NTIONAL B Ny 


IN sT Lou's 
Broadway — Lecest — Olive 


ST. LOUIS’ LARGEST BANK 


Designed to build good-will with the automobile in- 
dustry, this full-page advertisement of a large St. Louis 
bank is note-worthy because of its unusual copy. 


the day following each broad- 
cast. From the requests for 
these books the bank has com- 
piled a list of 5000 persons to 
whom the booklet is sent weekly. 


Miss Minnie A. Buzbee, for- 
merly advertising and public re- 
lations director of the American 
Exchange Trust Company of 
Little Rock, Ark., has joined 
the staff of the Robert H. Brooks 
Company, advertising agency of 
that city. 


In The Wedge, publication of 
Batten, Barton, Durstine & Os- 
born, New York advertising 
agency, appears the following, 
as part of an article, “The 
Power to Disapprove.” 

“Some years ago, the head of 
one of the greatest banks in the 
world decided to advertise. He 
was an able banker and a busi- 
ness man of binocular vision; 


but in those days, in the upper 
levels of business, the distinction 
between advertising men and 
peddlers was not clearly defined, 
both being forbidden to enter 
the elevators by a sign in the 
lobby; so the banker could not, 
with dignity, expose himself to 
direct contact with advertising 
counsel. 

“There was a more or less 
moribund department of the 
bank which attended to odd 
jobs such as getting theater 
tickets for customers, digging up 
facts for vice-presidents, and re- 
leasing bank statements to the 
press. It was in charge of a 
young man who had once been 
fired by a newspaper. Since he 
was the only person in the bank 
who knew nothing about bank- 
ing and was their nearest ap- 
proach to an advertising man, 
he was intrusted with the task 
of coarse-screening the offerings 
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American Travelers Are Welcome 
In Offices of World-wide 


National City Organization 


Tue NATIONAL City BANK 
or New York 
Head Office: 35 Wall Street, New York.“ Y. 


The newspaper style of layout, copy and illustration is 

used in this unusual advertisement of a New York bank. 

It appeared full-page size in the magazine section of 
one of New York's Sunday newspapers. 


of their advertising agent, a man 
of international reputation in his 
profession. 

“The young man took both 
his job and himself seriously, 
and moreover had acquired from 
his environment an outer crust 
of the austere profundity which 
bankers affected in those days. 
Nothing could get by him un- 
less he approved, and his strong- 


est faculty was sales-resistance. 
So all that ever reached the 
president was the young man’s 
conception of bank advertising. 

“As that conception didn’t 
quite jibe with what the presi- 
dent had in mind, he reluctantly 
gave up the whole idea. We 
have kind of lost track of the 
young man. 

“There is no profit in disap- 
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provals. A bank vault full of 
them wouldn’t pay for a Postage 
stamp. 


“One of the many reassuring 
trends in advertising is a grow. 
ing recognition that when an ad. 
vertising agency has researched 
a market, studied the buying 
motives of thousands of women 
found a sales story of proved ef: 
fectiveness, and devoted months 
of creative effort to the develop 
ment of a series of advertise. 
ments, the exhibit is entitled to 
be passed upon by the impor 
tant men of the advertisers 
staff.” 


ADVERTISING is responsible for 
the rapid growth of fixed invest- 
ment trusts, according to Cedric 
H. Smith, vice-president of Ad: 
ministrative and Research Cor 
poration, sponsors of Corporate 
Trust Shares. “Of course the 
soundness of the basic idea of 
the fixed trust is the main fac: 
tor in its success,” says Mr. 
Smith, “but without the power 
of the press the idea could not 
have spread so far in so short a 
time. Next in importance in 
our sales work we find talking 
motion pictures, with which we 
supply our dealers. Showings 
have been made twice a day in 
many towns, and so far these 
have invariably resulted in sales, 
as well as publicity.” 


A $2,000,000 savings campaign 
carried on by the Central Trust 
Company of Illinois, Chicago, 
ended recently with almost $2, 
500,000 in new business. The 
ten weeks’ campaign was unusual 
in that loyalty and rivalry alone 
were used to incite employes to 
secure new business, and no 
prizes of any sort were given. 


The personnel of the bank 
was divided into three groups, 
each under the direction of one 
of the senior officers of the bank, 
and each group tried to outdo 
the others in bringing in new 
savings business. 























oO" of the many interesting th ‘UNION TRUSTe. 


vistas in the largest single 
banking room in the world— Resources over $300,000,000 





of the City Bank Farmers Trust 

Company, New York, which oc- 
cupies the entire block bounded by Ex- 
change place and William, Hanover and 
Beaver streets. The first story is of 
Mohegan granite and the remainder of 
white Rockwood Alabama stone. The 
new structure houses the head office of 
the City Bank Farmers Trust Company 
and a branch of the parent organiza- 
tion, the National City Bank of New 
York. 


Ter new fifty-four-story building 
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New building of Martins Bank Limited, erected on Lombard street for its 
London headquarters. 





Martins Bank Erects New London 
Headquarters 


don headquarters has_ recently 

been completed by Martins 
Bank Limited on its historic site on 
Lombard street. The structure, which 
consists of six floors and three base- 
ments, is of English brick and its main 
cornice and lower bands dividing the 
front horizontally tally with those of 
the new building of Lloyds Bank 
Limited next it. Its two great arches 
are of the same size as those of the 
Lloyds Bank, and together they give 
an unusual feeling of harmony to the 
street. 

The two arches are outlined in stone 
and Corinthian columns in Roman stone 
guard the entrance, which leads into an 
entrance hall of English Ancaster stone, 
similar in color and texture to Roman 
Travertine. From this hall opens a 
public space paneled in oak, open on 
one side to the banking counter and 
hall. 

The hall is paneled in English oak 
to a band from which the ceiling 
springs, and on this band are repro- 
duced the coats-of-arts of various cele- 
brated companies, like the East India 
Company, with which the bank has 
been allied in the past. On the same 
frieze are written in gold letters the 
names of the famous taverns, coffee 
houses and private houses which have 
occupied parts of the bank site pre- 
viously. 

The walls above the paneling are of 
white plaster and the ceiling is formed 
as a shallow intersecting barrel vault. 
Secondary decorative notes are struck 
by the highly carved, pierced fanlights. 

The banking hall runs the full width 
of the building and is unusually well 
lighted by windows at each end. This 


A NEW building to house its Lon- 


is made possible by the fact that Change 
Alley encircles the building. 

The three basements contain the heat- 
ing apparatus, vaults, documents stores 
and some offices, all artificially lighted 
and ventilated. The ground floor con- 
tains, in addition to the banking hall, 
the management room and rooms for 
customers’ examination of documents 
and securities. 

The walls of the management room 
are paneled in oak and the furniture is 
old mahogany covered with polished 
leather in sealing-wax red. An old 
Persian carpet covers the floor. The 
ceiling is vaulted toward a shallow dome 
from which hangs a brass chandelier. 
The room is about twenty-eight feet by 
twenty-one feet in size and the ceiling 
is twenty-four feet high. 

Above the ground floor is a mez- 
zanine of small offices and then three 
floors of general offices. The fourth 
floor is occupied by the board, with the 
long board room on the Lombard street 
front, a dining room and a suite of di- 
rectors’ offices. The board room has 
mahogany paneling and walls and ceil- 
ing coves of cream, with a panel of 
grayish acoustic plaster in the center. 
The room is furnished with Eighteenth 
Century furniture. The directors’ din- 
ing room has Sheraton furniture. Its 
walls are pale green and ceiling is white. 

A large staff dining room occupies 
the fifth floor and on the sixth are the 
kitchens and caretaker’s flat. 

The new building has been planned 
to express the friendly relationships of 
an institution of long and honorable 
standing and strikes a note of quiet 
comfort, combined, of course, with effi- 
ciency and all the modern arrangements 
of a large bank. 





What They Say 


THREE IN ONE 


“The banker must be a manager and 
a business economist. For if faulty 
management has been a major element 
in bringing about the 1300 bank clos- 
ings of 1930, sound management is es- 
sential to prevent weak banking. And 
if the effects on banking of economic 
conditions in general and specific lines 
of business have been another major 
element in causing weak banking, why 
then it is self-evident that a sound 
grasp of economic conditions, either to 
guard against their ill effects or take 
advantage of their helpful phases, is an 
essential part of banking..—Rome C. 
Stephenson, president American Bank- 
ers Association. 


GOOD TIMES ARE COMING 


“Business is bad. It will get better. 
In time it will be very good again. 
And then in all probability we shall 
build false hopes upon it. We shall 
probably erect unsound credits on the 
basis of beliefs and hopes. And then, 
if we do as heretofore, it will get bad 
again. I believe that we are about 
through the worst of the present de- 
pression, and that better times are ahead 
of us.”"—John McHugh, chairman ex- 
ecutive committee Chase National Bank 


of New York. 
FAULT-FINDING EXPERTS 


“One of our greatest shortcomings in 
these United States is that we elect 
politicians to offices that require expert 
business administration and experience 
and then instead of jumping in and 
helping out the situation we stand by 
and criticize. The former is particularly 
true in local situations, while the latter 
holds good nationally. Most business 
men do not want to have anything to 
do with politics—they are loath to do 
any more than serve occasionally on 
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some fault-finding committee whose re 
ports usually are received too late to be 
of value in correcting the object im- 
mediately at hand.”—H. Ennis Jones, 
vice-president Franklin Trust Company, 


Philadelphia. 
IN DEFENCE OF SAVING 


“The effect of a large fund of sav- 
ings on industry is somewhat like that 
of a large reservoir of irrigation waters 
on agriculture in a country where the 
rainfall is uneven. In times of abun- 
dance some of the water is saved. In 
times of drouth it is released to keep 
the crops growing. Similarly, if in 
time of general employment something 
is saved it can be released in times of 
unemployment. If that were generally 
done there might be slight variations in 
employment, but there could never be 
such general unemployment as we are 
now experiencing. The wisest men of 
all ages have advised prudence and 
foresight in the spending of money. 
They have encouraged the habit of 
thinking of the needs of the future and 
not that of yielding to the whim of the 
moment. This is a phase of that en: 
largement of the ‘time sense’ which is 
cne of the things which distinguish the 
man from the brute and the wise from 
the foolish man.”"—-Thomas Nixon 
Carver, professor of economics, Harvard 
University. 


DUTIES OF MANAGEMENT 


“Successful management of business 
and of commerce, not now organizing 
ahead with reference to a distribution 
system that will keep all employables 
at work for reasonable hours, under 
reasonable conditions, may yet be chal: 
lenged by the public to do just that. 
This brings the changing order of man’ 
agement’s responsibilities to this public 
relations apex: that it must ultimately 
be the accepted duty of management to 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


finally express its public relations ob- 
ligations to an exacting public by sup- 
plying the public with service and good 
articles, honestly produced, properly ad- 
vertised, and made known to be as 
right as right can be; and while doing 
this to attempt—yes, actually to per- 
form this task—the elimination of busi- 
ness distress such as is now evident in 
economic maladjustments that must be 
charged to management when a ‘panic 
of plenty’ can exist.-—William J. 
Graham, president American Manage- 
ment Association and _ vice-president 
Equitable Life Assurance Society. 


LOW POINT HERE 


“On the whole, present conditions 
seem to justify the expectation of a 
few months of business activity at, or 
about, present levels (with allowance, 
of course, for the expansion that is 
usually seen in the spring), followed by 
a gradual upward trend. While some 
slight further recessions may be wit- 
nessed in the meantime, there is ground 
for the belief that the decline has nearly 
run its course and that the present rate 
of operations represents approximately 
the low point of the current cycle.”-— 
Guaranty Survey of the Guaranty Trust 
Company of New York. 


ITS AN ILL WIND 


“The outstanding benefit derived from 
the 1930 decline is found in the reduc- 


tion of outstanding individual credit. 
From the various estimates emanating 
from usually credited sources, it is be- 


lieved that from 70 per cent. to 75 per 
cent. of the incompleted instalment con- 
tracts in force in October, 1929, have 
been liquidated. It is further estimated 
that new instalment contracts under- 
taken during this fourteen-month period 
have been in small volume, with the re- 
sult that the total instalment credit at 
the beginning of this year represented 
less than one-half of that outstanding 
in the late months of 1929. The open 
account credits have not fared so well 
and adjustments, receiverships and bank- 
ruptcies have been more numerous than 
in any previous year, the total number 
of 1930 failures having been approached 
only in 1922.°—Annual Number, Di- 
gest of Trade Conditions, Central Trust 
Company of Illinois, Chicago. 


INTERNATIONAL CO-OPERA- 
TIO* 


“In my opinion the maintenance of 
the common gold standard is the most 
important co-operative undertaking in 
the world. It is important to the sta- 
bility of credit conditions that the 
maintenance of the common standard 
shall be regarded as a co-operative un- 
dertaking. The gold reserves of no 
country afford an absolutely firm and 
immovable base. They are liquid, sub- 
ject to influences that may come from 
other countries. The state of trade, 
the level of wages and prices, the re- 
lations between debtor and creditor, in 
all countries, are affected by the move- 
ments of gold. All countries are in- 
terested most of all in stable conditions. 
No country is interested in gaining 
more than that share of the gold supply 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


which makes for general prosperity and 
stability. The history of business in the 
United States over the last fifteen years 
affords an ample demonstration of this. 
And since all derive benefits from the 
common gold standard, all owe obliga- 
tions to co-operate in maintaining sta- 
bility for it."—George E. Roberts, vice- 
president National City Bank of New 
York. 


ALL TOGETHER 


“The conviction that climbing out of 
depression is a job in which everyone 
must have a share, not just the leaders, 
is now accepted by the rank and file of 
business. It is not to be measured 
statistically. But it is important. Each 
salesman, each foreman and each wage 
earner has come to a realization that 
the reattainment of prosperity is his 
task just as much as it is the task of 
the employer. That feeling is beginning 
to be translated into increased business 
and the rate of increase is likely to be 
accelerated in the next few weeks, as 
the idea becomes more and more firmly 
implanted in the mind of business per- 
sonnel. This is suggested as perhaps 
the most important development of all.” 
—Chatham Phenix Outline of Business, 
Chatham Phenix National Bank and 
Trust Company, New York. 


VICIOUS CYCLE 


“The present system of making stock 
market loans is the foundation of the 


New York City 


vicious cycle in which quotations are 
built up far beyond any intrinsic value 
possessed by the stocks. Loans based 
on the collateral value of stocks at ad- 
vancing prices make additional pur- 
chases possible, which raises the quota- 
tions on the shares, which lifts the 
collateral value of the stock, which in 
turn makes larger loans possible. In 
this manner a tremendous volume of 
fictitious buying power is created and 
a precarious superstructure of indebted- 
ness is built up, which is crystallized 
by such a collapse as occurred in the 
fall of 1929.°—E. M. Zimmerman, 
economist A. C. Allyn and Company, 
Chicago. 


WAGE REDUCTION UNSOUND 


“When all of the factors in the situa- 
tion are examined, the movement to re- 
duce wages in the interest of business 
recovery appears to be largely unsound. 
By permitting wages to hold, while 
prices decline, purchasing power will be 
enhanced and such commodity prices as 
have already fallen beyond the general 
trend of prices will tend to be brought 
back in line if, but only if, the wage 
costs entering into them are not reduced. 
On the contrary, if wage reduction 
were to become a widespread policy at 
the present time it would undoubtedly 
intensify the commodity price recession, 
curtail buying power still further and 
prolong the depression.”"—The Business 
Observer of the Foreman-State National 
Bank of Chicago. 
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Coming Bankers’ Conventions 


ALABAMA BANKERS ASSOCIATION, Gads- 
den, May 14-15. Secretary, M. A. Vin- 
centelli, Alabama National Bank, Mont- 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September. Executive secretary, 
Preston E. Reed, 231 South La: Salle street, 


gomery. 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, October 5-8. Executive man- 
ager, Fred N. Shepherd, 110 East 42nd street, 
New York City. 


AMERICAN BANKERS ASSOCIATION ExECU- 
tive CounciL, Augusta, Ga., April 13-16. 
Headquarters, Bon Air-Vanderbilt Hotel. Ex- 
ecutive manager, Fred N. Shepherd, 110 East 
42nd street, New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, June 8-12. Secretary, Richard W. 
Hill, 110 East 42nd street, New York City. 


ARKANSAS BANKERS ASSOCIATION, Little 
Rock, April 28-29. Secretary, Robert E. Wait, 
923 Home Insurance Building, Little Rock. 


CoLoraDo BANKERS ASSOCIATION, Estes 
Park, June 19-20. Secretary, L. F. Scarboro, 
Mountain States Banker, Denver. 


ConNECTICUT BANKERS ASSOCIATION, New 
London, June 26-27. Secretary, Charles E. 
Hoyt, South Norwalk Trust Company, South 
Norwalk. 


DreLAWARE BANKERS ASSOCIATION, Reho- 
both, September 3. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 


mington, 


District oF CoLUMBIA BANKERS Asso- 
CIATION, Hot Springs, Va., June 18-21. Sec- 
retary, George O. Vass, Riggs National 
Bank, Washington, D. C. 


EasvrRN REGIONAL SAVINGS CONFERENCE, 


_ York, March 19-20. Headquarters, 

! Commodore. Under the auspices of 

Sivings Bank Division, American Bank- 
ciation, 


Chicago. 


FLorIpA BANKERS ASSOCIATION, West 
Palm Beach, May 1-2. Headquarters, El 
Verano Hotel. Secretary, W. O. Boozer, 
Jacksonville. 


FourTH SOUTHERN TRUST CONFERENCE, 
Charleston, §S. C., April 17-18. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


GrorGIA BANKERS ASSOCIATION, Sea 
Island, May 28-30. Secretary, J. B. Dodd, 
Grifin Banking Company, Griffin. 


IDAHO BANKERS ASSOCIATION, Boise, June 
8-9. Secretary, J. S. St. Clair, Boise City 
National Bank, Boise City. 


ILLINoIs BANKERS ASSOCIATION, Chicago, 
May 25-27. Headquarters, Edgewater Beach 
Hotel. Secretary, M. A. Graettinger, 208 
South La Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, June 10-11. Secretary, Forba Mc- 
Daniel, 310 Odd Fellows Building, Indian- 
apolis. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 
cago. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Topeka, 
May 21-22. Secretary, W. W. Bowman, 
Topeka. 


Maine BANKERS ASSOCIATION, Poland 
Springs, June 2-3. Secretary, E. S. Kennard, 
Rumford National Bank, Rumford. 
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The South Carolina 
National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwoed Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,500,000.00 
Surplus 1,200,000.00 
Resources 30,000,000.00 


MARYLAND BANKERS ASSOCIATION, Atlan- 
tic City, N. J.. May 20-21. Secretary, James 
W. McElroy, First National Bank, Baltimore. 


MICHIGAN BANKERS ASSOCIATION, cruise 
on the S. S, Noronic from Detroit to Toronto, 
June 22-26. Secretary, Kenneth M. Burns, 
1713 Ford Building, Detroit. 


Mip-WESTERN BANK MANAGEMENT Con’ 
FERENCE, Kansas City, Mo., March 19-20. 
Under the auspices of the Bank Management 
Commission of the American Bankers Asso- 
ciation and the various state bankers’ associa- 
tions. 


Mip-WEsTERN SAVINGS CONFERENCE, 
South Bend, Ind., May 11-12. 


MINNESOTA BANKERS ASSOCIATION, Min- 
neapolis, June 9-11. Secretary, Geor’. 
Susens, 718 National Building, ee us. 


MississipPI BANKERS ASSOCIATION, May 


12-13. Secretary, George B. Power,. Capital 
National Bank Building, Jackson. 


Missour!I BANKERS ASSOCIATION, Excelsior 
Springs, May 12-13. Secretary, W. F. Key- 
ser, Sedalia. 


Morris PLAN BANKERS ASSOCIATION, Co- 
lumbus, Ohio, October 8-10. 


NATIONAL ASSOCIATION OF MUTUAL Sav- 
tNcs Banks, Washington, D. C., May 20-22. 
Headquarters, Mayflower Hotel. Secretary, 
John W. Sandstedt, 347 Madison avenue, 
New York City. 


NATIONAL FoREIGN TRADE CONVENTION, 
New York, May 27-29. Headquarters, Hotel 
Commodore. Secretary, O. K. Davis, 1 Han- 
over Square, New York. 


NaTIONAL Sare Deposit CONVENTION, 
Chicago, May 21-23. Headquarters, Congress 
Hotel. Secretary, Herbert W. Lloyd, 208 
South La Salle street, Chicago. 


New Jersey BANKERS ASSOCIATION, At- 
lantic City, May 14-16. Secretary, Armitt 
H. Coate, Burlington County Trust Com- 
pany, Moorestown. 


New Mexico BANKERS ASSOCIATION, 
Carlsbad, April 24-25. Secretary, Mrs. Mar- 
garet Barnes, 318 North Sixth street, Al- 
buquerque. 


New York STATE BANKERS ASSOCIATION, 
Saranac, June 22-24. Headquarters, Saranac 
Inn. Acting secretary, Clifford F. Post, 33 
Liberty street, New York City. 


New York State Savincs BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 


NortH Caro.inA BANKERS ASSOCIATION, 
Pinehurst, April 27-29. Secretary, Paul P. 
Brown, Raleigh. 


NortH DAKOTA BANKERS ASSOCIATION, 
Fargo, June 18-19. Secretary, W. C. Mac- 
fadden, 52%4 Broadway, Fargo. 


OREGON BANKERS ASSOCIATION, Seaside, 
June 12-13. Secretary, T. P. Cramer, Jr., 
629 Lumbermen’s Building, Portland. 


PENNSYLVANIA BANKERS 
Atlantic City, May 13-15. 
Hotel Traymore. 
man, Huntingdon. 


ASSOCIATION, 
Headquarters, 
Secretary, C. F. Zimmer’ 


ReseRvE City BANKERS ASSOCIATION, 
Richmond, April 20-22. Secretary, J. J. 
Schroeder, 162 West Monroe Street, Chicago. 


SAVINGS BANK ASSOCIATION OF Massa’ 
CHUSETTS, Lenox, Mass., September 24-26, 
Headquarters, Hotel Aspinwall. Executive 
secretary, Dana Sylvester. 


SouTH CAROLINA BANKERS ASSOCIATION, 
Columbia, May 20-22. Secretary, Henry S. 
Johnson, 801 Carolina Life Building, Co- 
lumbia. 


SoutH DaxoTta BANKERS ASSOCIATION, 
Huron, June 24-26. Secretary, Geo. A. 
Starring, City Hall Building, Huron. 


SOUTHERN TrusT CONFERENCE, Charles 
ton, S.C., April 17-18. Headquarters, Frances 
Marion Hotel. Under the auspices of the 
Trust Company Division, American Bankers 
Association. 


TENNESSEE BANKERS ASSOCIATION, Chat: 
tanooga, May 7-8. Secretary, H. Grady 
Huddleston, 1012 American Trust Building, 
Nashville. 


Texas BANKERS AssociATION, San An- 
gelo, May 12-14. Secretary, W. A. Phil 
pott, Jr., Dallas. 
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U. S. Burtpinc AND Loan Leacue, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


VirGINIA BANKERS ASSOCIATION, Old Point 
Comfort, June 11-13. Secretary, C. W. Beer- 
bower, First National Exchange Bank, Roa- 
noke. 


WASHINGTON BANKERS ASSOCIATION, Se- 
attle, June 18-20. Secretary, J. W. Brislawn, 
810 Alaska Building, Seattle. 


WESTERN BANK MANAGEMENT CONFER’ 
ENCE, Salt Lake City, March 26-27. Under 
the auspices of the Bank Management Com- 
mission of the American Bankers Association 
and the various state bankers’ associations. 


WESTERN REGIONAL TRUST CONFERENCE, 
San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


West VIRGINIA BANKERS ASSOCIATION, 
Morgantown. Secretary, J. S. Hill, Charleston. 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee, June 18-20. Secretary, Wall G. 
Coapman, 717 Caswell Block, Milwaukee. 


WyoMING BANKERS ASSOCIATION, Chey- 
enne, September 4-5. Secretary, Kathleen 
Snyder, Wyoming Trust Company, Casper. 


DIVIDENDS FOR 120 YEARS 


THE Farmers Trust Company of Lancaster, 
Pa., with the payment of its 1930 dividends, 
completed 120 successive years of dividend- 
paying, during which a total of $5,609,160 
has been paid out. -In 1810 the bank paid 
a dividend of 3 per cent. and this has in- 
creased until this year it paid dividends of 
18 per cent. A number of special cash and 
stock dividends have been paid in addition 
to the regular dividends. 


CHEMICAL ELECTIONS 


KENNETH R. Mepp has been elected assistant 
secretary and George M. Erhart assistant trust 
officer of the Chemical Bank & Trust Com- 
pany, New York. 


REPUBLIC BANK CHANGES 


CHaNcrs at the National Bank of the Re- 

public, Chicago, have been announced as 

follows: D. M. Sweet, formerly assistant 

vice-president, has been made a vice-president; 

N. W. Wendell, formerly assistant cashier, 
meen made an assistant vice-president; 
cartin J. Callahan has been elected an 
‘ot vice-president. 


1931 
THE CORPORATION MANUAL 


Thirty-second Edition 


A systematic arrangement of the Statutes 
affecting both Foreign and Domestic Corpo- 
rations; the Uniform Stock Transfer Act; 
the “Blue Sky ” laws; the Anti-Trust Laws 
in all states. Forms and Precedents. 2585 
pages; strong Buckram binding, 


Published by 


United States Corporation Company 


150 Broadway, New York 


R. E. CHAMBERS HEADS 
FRAMINGHAM BANK 


! 
R. E. CHAMBERS, vice-president of the Na- 
tional Shawmut Bank of Boston, has been 
elected president of the Framingham Na- 
tional Bank, Framingham, Mass., to succeed 
Frederick L. Oaks, who resigned recently. 
Mr. Chambers will take up special duties at 


R. E. CHAMBERS 


New president of the Framingham 
National Bank, Framingham, Mass. 


the bank on April 1 and will assume the 
office of president on the retirement of Mr. 
Oaks, whose resignation will go into effect 
upon completion of the bank’s new building. 

Mr. Chambers is well known in banking 
circles. He is a former president of the 
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Connecticut Bankers Association and of the 
New Haven Chapter, American Institute of 
Banking. He was vice-president for Con- 
necticut of the American Bankers Associa- 
tion in 1925-26. 


MORGAN, FRENCH PARTNER 
DIES 


CuHarRLeEs C. MorGANn, senior member of the 
firm of Morgan, French & Co., Inc., bank 
architects of New York, died last month after 
a two years’ illness. 


CHARLES C. MorRGAN 


Of Morgan, French & Co., Inc., New 
York bank architects, who died 
recently. 


Mr. Morgan spent several years in the em- 
ploy of a bank in Springfield, Mass., as a 
youth and recognized the lack of friendliness 
in the appearance of banking institutions at 
that time. His later life was spent in an 
effort to overcome this condition. 


ELECTED VICE-PRESIDENT 


Gerorce J. Giiuies, for many years asso- 
ciated with Bancamerica-Blair Corporation, 
has been elected vice-president in charge of 
the municipal bond department. 


NEW BUILDING OPENED 


Tue Chatfield Trust & Savings Bank opened 
its new $250,000 bank building at 7936-40 
Cottage Grove avenue, Chicago, last month. 
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The bank was organized in 1926 and now 
has resources of more than $1,000,000. 


NEW QUARTERS FOR CLEVE- 
LAND TRUST BRANCH 


THE Miles-133rd street bank of the Cleve- 
land Trust Company moved early this month 
into new quarters remodeled for it. The new 
office includes a more spacious lobby and 
safe deposit facilities, which were not available 
in the old quarters. 


ASSISTANT TREASURER AT 
AMERICAN EXPRESS 


LEENDERT TOLLIG has been appointed as- 
sistant treasurer of the American Express 
Bank and Trust Company, New York. He 
will continue his duties as manager of the 
foreign department. 


ON INDUSTRIAL TRUST BOARD 


Peter GoeLet Gerry, former United States 
Senator, has been named a director of the 
Industrial Trust Company of Providence, 


me E 


MARINE TRUST, BUFFALO, IN 
MERGER 


THE Marine Trust Company of Buffalo, 
N. Y., has taken over the Commercial Trust 
Company of that city. Partial reorganiza- 
tion has been made, with changes including 
the resignation of John J. Lunghino as presi- 
dent and the election to that position of 
Russell J. H. Hutton, a director of the Lib- 
erty Bank of Buffalo. John J. Lenahan, a 
director of the M. & T. Trust Company of 
Buffalo, has been elected chairman of the 
board and Daniel J. Kenefick, a director of 
‘the M. & T. Trust Company, has been added 
to the directorate. 


ON ASSURANCE BOARD 


Epwin G. MERRILL, president Bank of New 
York and Trust Company, New York, has 
been elected to the board of directors of the 
State Mutual Life Assurance Company, Wor- 
cester, Mass. 


CHASE OFFICIAL SHIFTED 


Rospert L. Criarxson has retired as vice’ 
chairman of the board of the Chase National 
Bank of New York, a position he has held 
since the merger of the Equitable Trust Com- 
pany with the Chase, to become chairman 
of the executive committee of the Chase Se- 
curties Corporation. 

He will continue as a member of the ex’ 
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ecutive committee and a director of the bank. 

Albert H. Wiggin, executive head of the 
Chase Bank, will remain as chairman of the 
board of the securities company. 


OPENS NEW BRANCH 


INTERNATIONAL-MADISON Bank and Trust 
Company, New York, has opened a new 
branch at the corner of Seventh avenue and 
37th street, Manhattan. This is the bank’s 
fifth branch, the second to be opened within 
a year. 


MISSISSIPPI VALLEY TRUST 
OFFICER PROMOTED 


WiLu1AM J. BraMMAN, formerly vice-presi- 
dent of the Mississippi Valley Trust Com- 
pany, St. Louis, has been elected executive 
vice-president of the institution. 


JOINS BANK OF MANHATTAN 


LEONARD J. CusHinG, formerly with the Na- 
tional Bank of Commerce, New York, has 
joined the staff of the Bank of Manhattan 
Trust Company. 


WITH CLEVELAND BANK 


Date Brown, for the last eight years head 
of the Cleveland Better Business Bureau, has 
resigned that position to become assistant 
vice-president of the Guardian Trust Com- 
pany of Cleveland. 


TENTH ANNIVERSARY 


THE Pennsylvania Exchange Bank of New 
York celebrated the tenth anniversary of its 
founding recently at a dinner at the Hotel 
New Yorker. The bank was organized in 
1921 under the name of the Baltic States 


— It moved into its present quarters in 
26. 


ELECTED TO BOARD OF INVEST- 
MENT BANKERS 


Grorcre H. Nustocn, vice-president of the 
Hibernia Securities Company, Inc., New Or- 
leans, has been elected to the board of gov- 
ernors of the Investment Bankers Association, 
a national organization of dealers in invest- 
ment securities. 


CHASE OFFICIAL TO JOIN BANK 
OF NEW YORK 
Joun 


Presid 
York 


©. TRAPHAGEN, until recently a vice- 
nt of the Chase National Bank of New 
1as been nominated for membership on 


Foreign Languages 
Easily Learned 
The Berlitz Conversational Method 


makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 
able tuition. Catalogue upon request. 


Trial Lesson Free 


ERLIT 
LANGUAGES 


SCHOOL OF 
Established 1878 


Branches throughout the World 


Manhattan — 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


the board of the Bank of New York and 
Trust Company and, after his election, is 
slated to become president of the institution 
to succeed Edwin G. Merrill, who will be- 
come president of the board. 

Mr. Merrill, it is stated, will continue in 
active service at the head of the institution 
and the general policies of the bank will 
remain unchanged. 

Mr. Traphagen was a vice-president of the 
Seaboard National Bank when it was merged 
with the Equitable Trust Company, and 
became an officer of the latter institution 
then. When the Equitable was taken over 
by the Chase, he became a vice-president of 
the Chase. 


BANKERS TRUST PLANS 
ADDITION 


PLans have been filed for a $5,500,000 ad- 
dition to the building of the Bankers Trust 
Company of New York, at the northeast cor’ 
ner of Wall and Broad streets. The plans 
call for a twenty-five-story addition to sur- 
round the present thirty-two-story structure, 
which has a tower rising to the equivalent 
of several more stories. 

The addition will replace the nine-story 
Astor building at 8-12 Wall street and 9 Pine 
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Father Time Resigns in Favor of 
CGelechron Glectric Clocks 


ELECHRON Electric Clocks, 

in beauty of design, will agree 
with your own good taste. There 
are Telechron clocks for wall or 
mantel, desk or dressing table. For 
every room in the home or office. 
See your nearest Authorized Tele- 
chron Dealer now and eliminate 
winding, oiling, cleaning and regu- 
lating from your clock routine. 
From $9.75 up. 


Celechnron 


The ELECTRIC CLOCK 


street, a ten-story structure at 7 Pine street 
and the old Hanover National Bank building 
at Nassau and Pine streets. 


WITH OLIPHANT & CO. 


WittiaM McKENNA has become a member 
of the firm of James H. Oliphant & Co., 
New York and Chicago. 


HEADS BLOOMFIELD BANK 


WILLARD W. MILLER, formerly vice-presi- 
dent, has been elected president of the Bloom: 
field Savings Institution, Bloomfield, N. J 
Charles J. Murray and Otto Billo, directors, 
have been elected vice-presidents. 


NINE NEW DIRECTORS FOR 
WISCONSIN BANKSHARES 


NinE new directors were elected at the an- 
nual meeting of stockholders of the Wiscon- 
sin Bankshares Corporation. They are: L. M. 
Hanks, chairman of the board First National 
Bank, Madison; T. R. Hefty, president First 
National Bank, Madison; Milo C. Hagan, 
president University Avenue National Bank, 
Madison; R. P. Perry, chairman of the board 


of the Reedsburg Bank, Reedsburg; George 
J. Kispert, cashier Farmers & Merchants 
Bank, Jefferson; W. E. Nichols, presi- 
dent First National Bank, Portage; L. S. 
Van Orden, president Bank of Baraboo, 
Baraboo; H. L. Russell, director First Na- 
tional Bank, Madison, and State Bank of 
Wisconsin, Madison; and Conrad G. Wies- 
ler, president Citizens State Bank, Reedsburg. 

George C. Dreher and S. B. Way were 
elected to the executive committee. 


HAWES RE-ELECTED HEAD OF 
CLEARING HOUSE 


R. S. Hawes, senior vice-president and di- 
rector of the First National Bank in St. 
Louis, has been re-elected president of the 
St. Louis Clearing House Association. This 
is the second time in the history of the asso- 
ciation that the same man has been elected 
president for three consecutive years. 


MANUFACTURERS BOARD 
ADDS FIVE 


FivE new members have been added to the 
directorate of the Manufacturers Trust Com- 
pany of New York, in accordance with an 
announcement made by Harvey D. Gibson, 
when he assumed the presidency recently 
after he and a group of associates had pur- 
chased a controlling interest in the institu- 
tion. The new directors are: Robert E. M. 
Cowie, president of the Railway Express 
Agency; C. L. Jones, director of the Vacuum 
Oil Company; John P. Maguire, president 
Textile Banking Company; C. R. Palmer, 
president Cluett-Peabody Company; and Har- 
old E. Smith, vice-president Home Insurance 
Company. 


CENTRAL HANOVER BRANCH 
BUILDING STARTED 


DEMOLITION of buildings at 35-37 East 72nd 
street, New York, has begun to make way 
for a new office of Central Hanover Bank 
and Trust Company. Approximately seven 
months will be required to complete the new 
structure. 

The building will be of Georgian design 
and three stories high. The main floor will 
be devoted to a lounge, women’s sitting room, 
ticker room, officers’ platform and banking 
space. The board room will be on the sec’ 
ond floor and the safe deposit vaults in the 
basement. 


LONSDALE AIDS DROUTH 
RELIEF 


Joun G. Lonspate, president of the Mer’ 
cantile‘Commerce Bank and Trust Company, 





St. Louis, is a member of the committee 
headed by Calvin Coolidge and Alfred E. 
Smith to raise Red Cross funds for relief in 
the drouth area. He has also worked with 
the St. Louis organization in its campaign 
and joined with the Missouri Drouth Relief 
Committee in asking for more generous 
giving. 


UNDERWRITERS’ DINNER 


Tue sixth annual dinner of the Fidelity 
Union Trust Company of Newark, N. J., to 
the life insurance underwriters of Newark, 
held recently, was attended this year by 
C. Allison Scully, chairman of the insurance 
trust committee, Trust Company Division, 
American Bankers Association; and Henry 
E. Sargent, deputy manager, American Bank- 
ers Association, in addition to the under- 
writers. Officers and members of the bank’s 
new business department acted as hosts. 

The dinner is given each year as an ex’ 
pression of appreciation for the co-operation 
of the life insurance fraternity with the trust 
company. 


FLORIDA BANKS PRAISED BY 
MORRIS PLAN 


Tue Morris Plan Company of Jacksonville, 
Fla., praise the condition of Florida banks 
in a full-page advertisement published re- 
cently in the Florida Times-Union of Jack- 
sonville. The advertisement contains the 
December 31 statements of condition of 
twelve Florida banks, selected from widely dif- 
ferent sections of the state, with the object 
of showing the healthy condition of the 
banking institutions in that state. “These 
are not the twelve most liquid banks in the 
state,” says the advertisement, “but are 
selected as representative institutions in their 
respective localities... The advertisement also 
says, “If the general public could be induced 
to study bank statements there would be less 
money in tin boxes and less woe in the 
world.” 


CUSTOMS OFFICERS MAY TAKE 
TRAVELERS’ CHECKS 


By a recent decision of the Treasury De- 

partment, collectors of customs of the United 

States are authorized to. receive at their dis- 

cretion uncertified checks, including travel- 

ers’ checks, in payment of duty. They may 

not, however, accept checks on foreign banks 

Or travelers’ checks issued by foreign or- 
ns, 

ding to George Weston, vice-presi- 

1 treasurer of the American Express 

, “this decision clarifies the situa- 

authorizes the acceptance in pay- 

customs duties of travelers’ checks 
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issued by recognized responsible American 
institutions. This will be welcome not only 
to travelers returning from overseas, but to 
the large number of tourists who by rail and 
motor cross the Canadian and Mexican 
boundaries.” 


© BLANK-STOLLER 
ARTHUR HALE Titus 


Vice-president of the Bank of Man- 

hattan Trust Company, New York, 

who has been elected president of the 

County Trust Company of White 

Plains. Both banks are controlled 
by the Manhattan Company. 


INTERNATIONAL ACCEPTANCE 


BANK CHANGES 


CHANGES in the International Acceptance 
Bank, Inc., New York, have been made as 
follows: Fletcher L. Gill, vice-president, has 
also been made treasurer; John P. Collins and 
William T. Kelly have been promoted from 
assistant vice-presidents to vice-presidents; 
Gorham P. Gensch, assistant treasurer, 
Adolph Suehsdorf, Jr., assistant secretary, 
and J. Phelps Wood, assistant treasurer, 
have been made assistant vice-presidents; 
James D. McDouall, formerly assistant treas- 
urer, has been made assistant secretary. 


MORTGAGE COMPANY 
STATEMENT 


GUARANTEED mortgages and certificates out- 
standing as reported by the Continental 
Mortgage Guarantee Company, New York, 
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increased from $232,250 as of December 31, 
1929, to $12,364,670 as of December 31, 
1930. The company was incorporated in 
March, 1929. It has capital of $5,000,000. 


BANK STOCKS LEAD IN MARKET 
RECOVERY 


In the 1931 recovery from their December 
lows, bank stocks have shown an appreciation 
of 38 per cent., followed by utilities with 35 
per cent., industrials with 24 per cent. and 
rails with 23 per cent., according to Morris 
A. Schapiro, of Hoit, Rose & Troster, New 
York. According to Mr. Schapiro these nine 
weeks of advance from the lows of December 
17 were preceded by thirteen weeks of decline 
from the highs of September 12, 1930, dur- 
ing which the open market value of the 
shares of sixteen leading New York banks 
and trust companies fell from $5,155,000,000 
to $2,800,000,000. Nearly 50 per cent. of 
this loss has been cancelled by the recent 
rise, when these shares added $1,0'75,000,000 
to their market value. 

On February 21, 1931, the composite Dol- 
lar-Yield stood at 3.74 per cent., as against 
5.56 per cent. at the lows of December 17, 
2.82 per cent. on September 12, 2.29 per 
cent. on April 12, 1930, and 1.40 per cent. 
on October 14, 1929. The aggregate mar- 
ket value of the group stands 43 per cent. 
below its 1930 highs and 62 per cent. below 
its 1929 high. 
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Interesting indeed, is the comparison of 
current prices with those which prevailed at 
the panic lows of November 13, 1929, a 
level then considered by many observers as 
most unlikely to recur. Utilities are 25 per 
cent. above their lows; industrials, at the same 
level; rails, 10 per cent. below; and bank 
stocks, below. 

The prospect of lower bank earnings and 
the nervous liquidation prompted by a major 
banking suspension were responsible for the 
low levels to which bank stocks were de- 
pressed. 

Share earnings for 1930 were off 25 per 
cent. from 1929. The ratio of the annual 
dividend disbursements of the sixteen leading 
New York banks and trust companies to their 
total resources is equal to 1.1 per cent., which 
compares with the ratio of 1930 earnings to 
resources of 1.5 per cent., indicating thereby 
a net overage of earnings above dividend 
requirements of 36 per cent. These figures, 
based on the record of a most trying year, 
definitely answer the question “Are the banks 
making money?” They indicate that bank 
stocks have been unduly depressed. 


INSTITUTE OF CREDIT TO MEET 


A. D. Wuiresipg, president of R. G. Dun 
&@ Co. and the National’ Credit Office, will 
speak at the monthly meeting of New York 
Chapter, National Institute of Credit, to be 
held March 23 at the Hotel Martinique. 


NEW YORK CITY BANK STOCK DOLLAR-INDEX 


(per cent.) 


Date 


June 30, 1928 
October 14, 1929.... 
(1929 High) 
November 13, 1929.. 
(Panic Low) 
February 1, 1930.... 
February 8, 1930.... 
February 15, 1930... 
February 21, 1930... 
March 1, 1930 

April 12, 

(1930 High) 
September 12, 1930.. 
December 17, 1930.. 

(1930 Low) 
January 31, 1931.... 
February 7, 1931.... 
February 14, 1931... 
February 21, 1931... 
February 28, 1931.. 
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MANHATTAN TRUST OPENS 
TWO NEW BUILDINGS 


Two new branch office buildings were opened 
last month by the Bank of Manhattan Trust 
Company, New York. The first was at’ 81- 
35 Lefferts boulevard, Kew Gardens, and: the 
second at Metropolitan and Flushing avenues, 
Brooklyn. 

The Kew Gardens office is of Italian Renais- 
sance design, with modifications: to meet 
American conditions and materials. That in 
Brooklyn is of limestone in the Georgian 
style. Both are equipped with the most 
modern banking appliances and contain safe 
deposit facilities. Night depositories are also 
provided. 


UNDERWRITER TALKS ON 
INSURANCE TRUSTS 


Options and trusts as applied to the life 
insurance contract were discussed by Guy 
W. Cox, president John’ Hancock Mutual 
Life Insurance Company, at a joint meeting 
of banks, trust companies and the Life Un- 
derwriters Association, in Boston recently. 

“It seems evident,” he said, “that there 
will be an increasing number of cases where 
the insurance trust will be required instead 
of the option settlement, and I believe that 
frank and active co-operation with local banks 
and trust companies in such cases, to the 
end that they may administer the estate we 
create, will bring the best results.” 


MARINE MIDLAND ANALYZES 
NEW YORK MARKET 


THE Marine Midland Group, Inc., which 
operates a group of sixteen banks in fourteen 
cities throughout New York State, has issued 
a booklet entitled, ‘Profitable Selling in 
America’s Greatest Market,” which presents 
an exhaustive study of the market possibili- 
ties of New York State. 

The book gives a general description of 
the market, emphasizes its importance and 
outlines the group’s place in the market. It 
presents a simple system of measuring sales 
opportunity and gives specific analyses of the 
various marketing areas served by the banks 
in the Marine Midland Group. 


GUARDIAN DETROIT UNION 
GROUP REPORT 


Net earnings of $3.79, or 18.97 per cent. 
on the par value of $20 per share, for the 
year 1930 were reported by the Guardian 
Detroit Union Group at the annual stock- 
holders’ meeting. The group consists of 





twenty-three banks and financial institutions 
in lower Michigan. An increase of $4,878,- 
852 to a total of $397,965,181 in total de- 
posits was reported for the year and a highly 
liquid condition of all the banks was shown. 

Changes in officers and directors of many 
of the group's units have been announced as 
follows: 

The Guardian Detroit Bank added to its 
board Henry H. Sanger, president and chair- 
man of the National Bank of Commerce. 

The Union Guardian Trust Company 
added to its board Leslie H. Green, president 
Automotive Materials Corporation, director 
Guardian Detroit Bank, president and di- 
rector Textileleather Corporation of Toledo, 
Ohio, president and director Standard Cotton 
Products Company of Flint, and director 
Michigan Life Insurance Company. 

The board of the trust company elected 
John C. Evans, Ernest C. Harris, Joseph J. 
Cavanaugh, A. B. Pfleiderer, John L. Cot- 
ter, and G. R. Harris, vice-presidents. With 
the exception of Mr. Cavanaugh, formerly a 
trust officer, all of these men were formerly 
assistant vice-presidents. The board also 
elected George W. Williams trust officer. 

The. National Bank of Commerce added 
two new directors, Robert O. Lord, president 
of the group and of the Guardian Detroit 
Bank, and John M. Toolin. G. R. Harris 
and Walter P. Jacobs were advanced from 
assistant vice-presidents to vice-presidents of 
the bank. 

Frank J. Maurice, formerly executive vice- 
president of the Highland Park State Bank, 
has been elected president, following the resig- 
nation of Robert O. Lord from that office. 
Mr. Lord, who retains his directorship in the 
Highland Park State Bank, relinquished the 
presidency to devote more of his time to the 
interests of the Guardian Detroit Union 
Group, Inc., and the Guardian Detroit Bank, 
of which two institutions he is president. 

Five new directors have been added to the 
boards of the Highland Park State Bank and 
the Highland Park Trust Company. They 
are George B. Storer, president and director 
Tubeweld, Inc.; George E. Gagnier, president 
and director Gagnier Fibre Products Co.; Ad- 
dison E. Holton, president and director Essex 
Wire Corporation; Edward Andreae, director, 
secretary and treasurer Yale Woolen Mills, 
Yale, Mich.; J. Frazier Whitehead, vice-presi- 
dent and treasurer Kales Stamping Co., and 
director Whitehead & Kales Co 

Two directors have been added to the 
board of the Jefferson Savings Bank of Grosse 
Pointe Park: Allan A. Templeton, presi- 
dent Michigan Industrial Bank, and Harold 
L. Wadsworth, vice-president Michigan In- 
dustrial Bank. 

George B. Judson has been elected a vice- 
president of the Bank of Dearborn. : 

Edwin H. Nelson has been elected presi- 
dent of the Bank of Commerce of Dearborn, 
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ILLINOIS BANKER IN NEW 
POSITION 


W. R. McGaucuey, president of the Illi- 
nois Bankers Association, has left the Citi- 
zens National Bank of Decatur, of which he 
was executive vice-president, to become vice- 
president of the Millikin National Bank and 
the Millikin Trust Company, of Decatur. The 
bank and trust company are under the same 
ownership and management. Mr. McGaughey 
had been with the Citizens National Bank 
since 1919. 


CANAL BANK, NEW ORLEANS, 
HAS NEW OFFICERS 


Ouiver G. Lucas, formerly a vice-president 
of the Chase National Bank of New York, 
has been elected president of the Canal Bank 
and Trust Company of New Orleans and 
George Champion, also formerly an officer 
of the Chase Bank, has been elected vice- 


© unverwoon & UNDERWOOD 
Ouiver G. Lucas 


New president of the Canal Bank and 
Trust Company, New Orleans. 


president. Mr. Lucas succeeds J. P. Butler, 
who has resigned. 

Changes in capitalization of the bank will 
be effected, according to announcement, 
whereby additional shares will be underwrit- 
ten in an amount exceeding $3,000,000 by a 
syndicate headed by Hayden, Stone & Co. 
The new shares are to be offered to stock- 
holders of the bank at $25 each. 


THE BANKERS MAGAZINE 


Mr. Lucas; Clarkson Potter of Hayden, 
Stone & Co.; and E. Carleton Granbery of 
Harris, Forbes & Co. have been added to 
the bank’s directorate. 


© marceau 
GrorGE CHAMPION 


Recently elected vice-president Canal 
Bank and Trust Company, New 
Orleans. 


The bank's present capital is $6,750,000, 
surplus $2,250,000 and undivided profits 
$2,001,155. 


EARNINGS AND EXPENSE 
RATIOS CHARTED 


A COMPARISON of the trends of earnings and 
expense ratios of national banks for the years 
ended June 30, 1921, to June 30, 1930, in’ 
clusive, has been made in chart form by 
H. N. Stronck Company, consultants in bank 
management, Chicago. The banks are 
grouped by cities and states. 

Ratios are given for the following: per 
cent. net additions to profits to capital and 
surplus, per cent. interest in deposits to gross 
earnings, per cent. interest and discount on 
borrowed money to gross earnings, per cent. 
salaries and wages to gross earnings, per 
cent. taxes to gross earnings, per cent. other 
expenses to gross earnings, per cent. net losses 
to gross earnings, and per cent. net additions 
to profits to gross earnings. 

The figure for the per cent. of salaries and 
wages to gross earnings for 1930 for the en- 
tire country was 19.3, as compared with 19.1 
for 1929. The lowest figure was 16.9 in 
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1921 and the highest 19.6 in 1924, since 
which year it has fluctuated between that 
figure and 19.1. 

The per cent. of gross earnings taken up 
by taxes has decreased steadily during the 
period studied, from a high of 7.4 in 1922 to 
a low of 4.6, the figure for both 1929 and 
1930. 

“Other expenses to gross earnings” has 
shown an almost equally steady increase. 
From 10.7 in 1921 it decreased to 10.6 in 


© EWING GALLOWAY, NEW YORK 
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1922 and then began a steady rise, reaching 
a high of 12 in 1930. 

Figures for net losses to gross earnings 
percentages were 12.8 in 1930. They stood 
at exactly the same figure for 1921, were 
14.1 in 1922 and varied between 10.5 and 
8.5 for the intervening years. 

Net additions to profits to gross earnings 
percentages reached a high of 21.2 in 1929. 
In 1930 they sank to 17.3, almost equalling 
the low for the period studied, 17.2 in 1922. 


Ac interesting photograph taken at the Jersey Avenue branch of the Trust Company 
of New Jersey, Jersey City, showing the lower hinge on the’ vault door. 
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New Head Office Building of the 
Canadian Bank of Commerce, 
Toronto, Ontario 


district there now stands the new 

head office building of the Canadian 
Bank of Commerce, recently completed 
after two years’ continuous work. It 
is one of the Dominion’s outstanding 
achievements, monumental and impres- 
sive in construction and a notable con- 
tribution to the spirit of civic beauty 
and aspiration generally apparent in 
the present rebuilding of downtown 
Toronto. 

From foundations on solid rock 
sixty-five feet below the surface the 
structure towers 475 feet above street 
level and contains four floors below 
ground and thirty-four above. 

Designed as an adaptation of Ro- 
manesque architecture to modern needs, 
the building has a lower stage occupy 
ing the full area of the site, surmounted 
by a graceful and delicately contoured 
central tower. The lower stage con- 
tains the great vaulted banking hall 
and the many varied public and ad- 
ministrative departments of the bank; 
the tower stands free and clear on all 
sides and thus provides direct light and 
air to all rooms. 

From a high granite base the walls 
rise in limestone of varied shades, 
specially selected to give the graduated 
tone effects desired by the . architects, 
and the most skilful craftsmen were em- 
ployed to execute the work, particu- 
larly in those enriched portions where 
the spirit of the bank is expressed in 
carving. 

,The magnificent entrance, richly em- 
bellished. with “symbolic carving em- 
blematic of the vigorous life and soul 
of Canada, forms a focal point in the 
design. while round the upper portion 
of the tower runs a vaulted observa- 
tion ‘»rgia and promenade flanked by 


|: the center of Toronto's financial 


colossal figures typifying Courage, Ob- 
servation, Foresight and _ Enterprise, 
qualities characteristic of the bank. 
The work of the bank and the wide 
territory over which its influence ex- 
tends is indicated in the banking hall 
and other important sections of the in- 
terior by decorative treatments ex- 


pressed in mural paintings, fine marbles, 
rich mosaics, delicate bronze work and 
richly decorated plaster. 


EQUIPMENT AND SERVICES 


As befitting so important a structure, 
the equipment and services represent 
the latest achievements in scientific and 
structural research; for instance, a sys 
tem of temperature control is included, 
which automatically adjusts the tem- 
perature of the various rooms to the 
vagaries of the weather so that if a 
wind from one direction tends to cool 
the rooms on that side of the building 
an outside thermostat immediately re- 
sponds and the proper amount of steam 
is circulated through the portion affected. 

Ventilation was given special atten- 
tion to insure the greatest degree of 
comfort and efficiency and the circu- 
lated air is cleaned by a special process, 
tempered and treated with ozone to 
purify and vitalize it. The purifying 
and sterilizing effect of ozone is also 
applied to the drinking water, which 
is in addition filtered and chilled before 
being distributed to the drinking foun- 
tains installed on all floors. 

The treatment of the circulated air 
and water by ozone from automatic 
control plants, recognized as one of the 
most advanced steps in hygiene, is in- 
troduced for the first time in a public 
building in Canada, though the system 
has already been used with marked 
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Main entrance to the building. 
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success in some of the more important 
buildings recently erected in the United 
States. 

Naturally the elevator equipment in 
a building of such height is of vital im- 
portance and here are incorporated the 
very latest developments in providing 
rapid transit with absolute safety, 
smoothness of operation and synchro- 
nized service. The elevators are of the 
full “signal control” type, whereby the 
pressing of the floor button automatic- 
ally brings the nearest car to a stop at 
the desired floor. In this type of ele- 
vator the mechanism has reached a stage 
of development almost approaching hu- 
man intelligence; unavoidable disturb- 
ances of schedule are automatically cor- 
rected, and should a signalled car be al- 
ready loaded to capacity it immediately 
relays the signal to the next following 
one. 

Other features of special interest are 
the “remote controls,” by which the en- 
gineering staff deep underground can 
observe and control the operations of 
the various mechanical appliances, mo- 
tors and equipment distributed through- 
out the structure; the emergency light- 
ing system that instantaneously comes 
into operation at all staircases and exits 
should the main current supply fail from 
any cause; the system of electrical dis- 
tribution whereby lights or power ma- 
chines may be plugged in at any point 
regardless of any arrangement or future 
rearrangement of rooms or departments; 
the highly elaborate system of pneu- 
matic tubes interconnecting all depart- 
ments so that documents or securities 
may be transferred between them in a 
matter of seconds; the automatic tele- 
phone system with its exchange equal 
to the requirements of a fair-sized town; 
the special flood lighting equipment and, 
in addition to all these, such obvious 
services as extensive kitchens and dining 
rooms to care for the material wants of 
the staff as well as a well equipped hos- 
pital to give aid when needed. 


VAULTS 


The vaults and strong rooms of a 
bank re naturally one of its most im- 
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portant features. While certain details 
in connection with the vaults are closely 
guarded, they embody every known 
method of circumventing attack, whether 
by drill, explosive or oxy-acetylene torch. 
Founded on solid rock, monolithic in 
construction and entirely independent 
of the rest of the structure, elaborately 
reinforced and fitted with enormous 
doors controlled by multiple combina- 
tions and time-locks proof against un- 
authorized operation, it might well be 
thought that the vaults would be secure 
against all attack. Safety, however, has 
been made doubly sure by enclosing the 
entire vault in an envelope of closely 
spaced electric cables that not only give 
warning in the central watch-room of 
the slightest attempt at attack, but in- 
dicate the precise spot where such at- 
tack is made. As an added precaution 
doors giving access to this portion of the 
building are so arranged that they can- 
not be opened without the fact being 
instantly noted in the watch-room. 

The accommodation for clients in 
safety deposit boxes, security examining 
rooms, etc., combines the very latest 
ideas in security, comfort and rapid 
service. 

The architects for the building were 
Darling & Pearson of Toronto, with 
whom were associated York & Sawyer 
of New York as consultants; leading 
experts were retained in connection with 
certain specialized departments of this 
monumental and complex building, and 
generally no effort was spared to insure 
that the final result would be a credit 
alike to the bank and to the country. 


HISTORICAL SKETCH 


Originally chartered in 1858 as the 
Bank of Canada, the Canadian Bank 
of Commerce began business in 1867 
and soon grew from.a local enterprise 
to an institution with an ever-increasing 
number: of ‘branches. In 1870 it ab- 
sorbed the Gore Bank of Hamilton, an 
institution founded in 1835, established 
branches in various parts of Ontario 
and opened in Montreal in 1870 and 
in New York in 1872. 
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With the opening up of the Canadian 
West the bank entered upon its period 
of greatest expansion, establishing a 
branch in Winnipeg in 1893. This 
was the first of its numerous branches 
in the Prairie Provinces. In 1898 a 
branch was established at Dawson dur- 
ing the gold rush. In 1901 the Cana- 
dian Bank of Commerce absorbed the 
Pank of British Columbia and thus ob- 
tained a chain of valuable branches 
throughout the Province of British Co- 
lumbia as well as offices in London, 
England (the head office of the ab- 
sorbed bank), and in San Francisco, 
Seattle and Portland, Ore. In 1903 
the bank absorbed the assets of the 
Halifax Banking Company, which had 
been established since 1825, thereby 
obtaining a number of branches in 
Nova Scotia and at St. John, N. B. 
Three years later it absorbed the Mer- 
chants Bank of Prince Edward Island 
and in 1912 the Eastern Townships 
Bank, the latter amalgamation adding a 
large number of branches in the Prov- 
ince of Quebec and elsewhere. In the 
meantime, branches had been opened 
up throughout the Canadian West and 
in Ontario. A branch was established 
at Mexico City in 1910, and in St. 
John’s, Newfoundland, in 1912. 

During the war few branches were 
opened and over 1700 of the staff 
joined the colors, their places in many 
instances being filled by women. Of 


Paid-up Reserve 
Year capital fund 


$ 916,359 $ 


40,000 


those who enlisted, 257 died for their 
country and 948 returned to assume 
their duties with the bank. 


POST-WAR EXPANSION 


In 1924 the Bank of Hamilton with 
123 branches was absorbed. Since the 
war the following branches have been 
opened outside Canada: St. Pierre in 
the French colony of St. Pierre et 
Miquelon; Havana; Kingston, Jamaica; 
Port of Spain, Trinidad; Bridgetown, 
Barbados; Rio de Janeiro and four 
branches in Newfoundland. In 1928 
the bank purchased the assets of the 
Standard Bank of Canada, thereby ob- 
taining numerous additional branches, 
especially in Ontario and the West. 
At the present time its branches num- 
ber 791. 

Sir John Aird, president of the bank, 
has given ‘more than fifty years of con- 
tinuous service to the bank. Among 
the other directors are such well known 
Canadians as Sir Joseph Flavelle, Bart., 
who is chairman of the board, and Rt. 
Hon. Sir Thomas White, P.C, 
K.C.M.G. The present general man- 
ager, S. H. Logan, one of the directors, 
received his appointment while senior 
agent of the bank in New York in 
1926. 

The following table shows how the 
business of the Canadian Bank of Com- 
merce has grown during the last sixty 
years: 


Total 
Deposits assets 


$ 1,302,480 


Branches 
$ 2,997,061 7 
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11,106,628 
29,680,269 
126,834,253 
393,878,521 
403,318,105 
520,966,031 


21,435,711 
42,822,799 
157,053,015 
480,760,624 
512,603,549 
687,117,606 
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Sir JoseEPH W. FLAVELLE, Bart. 


Chairman of the board of directors of the Canadian Bank of 
Commerce. 


ORN in Peterboro, Ontario, in 1858, of Irish origin, Sir 

Joseph W. Flavelle, Bart., removed in 1887 to Toronto, 
where he has lived since. He was educated in the schools of 
Peterboro and in 1905 established a traveling fellowship in 
classics at Toronto University, of which he is a governor. The 
following year he received the degree of LL.D. from that insti- 
tution as chairman of the Royal Commission to recommend 
a plan for the school's organization. He was chairman of 
the Imperial Munitions Board during the war and for two 
years following. The title of Baronet was conferred upon 
him in 1917. In addition to being chairman of the Canadian 
Bank of Commerce, he is president of the National Trust 
Company, vice-president of the Toronto Penny Bank, chairman 
of the board of governors of West China Union University, 
chairman of the board Canadian Marconi Company, chairman 
of the board Ontario Research Foundation and director Royal 

Ontario Museum. 
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Sir JOHN AIRD 
President of the Canadian Bank of Commerce, from a painting by E. Wyly Grier. 


Sir John Aird entered the Canadian Bank of Commerce in 1878, after eight 
years spent in railroad work. From 1880 to 1888 he was secretary to the general 
manager and later was manager of several branch offices. In 1908 he was appointed 
superintendent of the central western branches and in 1911 was made assistant’ geheral 
manager. He became general manager in 1915,. was elected..vice-president in 1920 
and president four years later. He was born in Longueuil, Quebec, in 1855. He is 
a past president of the Canadian Bankers’ Association and a director in a number 


of companies, including the National Trust Company, Imperial Life Assurance Com- 
pany, Western Assurance Company, British America Assurance Company and Western 
Conada Flour Mills Company, Limited. He is chairman of the Royal Commission on 


radio broadcasting. 
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Rt. Hon. Sir THomaAs Wuite, K. C. M. G. 
Vice-president, the Canadian Bank of Commerce. 


N addition to being vice-president of the Canadian Bank 

of Commerce, the Right Hon. Sir Thomas White, K.C.M.G., 
is a director in the Canada Life Assurance Company, the Na- 
tional Trust Company and the Steel Company of Canada. He 
was born in Bronte, Ontario, in 1866 and educated at Toronto 
University and Osgood Hall. He is a member of the Ontario 
Bar. In 1911 he was appointed Minister of Finance and elected 
to the House of Commons for Leeds. He served as Minister 
of Finance until 1919. He is a former governor of Toronto 
University and a former trustee of Toronto General Hospital. 
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S. H. Locan 
General manager, the Canadian Bank of Commerce. 


Me: LOGAN has been general manager of the Canadian 

Bank of Commerce since 1926, and in the service of the 
bank since 1903. He is a native of Nova Scotia, born April 
24, 1881, and entered the Halifax Banking Company at Spring- 
hill, N. S., in 1897. When that bank was amalgamated with 
the Canadian Bank of Commerce in 1903, he was teller of the 
New Glasgow branch. Immediately after the merger he was 
moved to Wiarton, Ontario, as accountant, and in 1905 was 
sent to the Cobalt branch, of which he later became manager. 
After service in opening branches in various towns and man- 
agerships in Cobalt and St. John’s, Newfoundland, he was 
placed in charge of the foreign business of the bank at the 
head office in 1917 and in 1923 was sent to New York as first 
agent. He remained there until his appointment as general 

manager. 
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Lobby of the safe deposit department. 
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A portion of the interior of the safe deposit vaults in the new head office building of 
the Canadian Bank of Commerce 








. Is large-scale banking safer than unit banking? 

. Is large-scale banking more profitable than small-scale banking? 
. Which type of banking is better able to serve the community? 
. Will large-scale banking emasculate the Federal Reserve System? 


. Will large-scale banking destroy unit banking and lead to mo- 
nopoly? 


. Will large-scale banking help or harm the farmer? 


These questions and other problems of unit vs. large- 
seale banking are discussed in 


Banking Concentration in 
the United States 


A Critical Analysis 
By JOSEPH STAGG LAWRENCE 


Mr. Lawrence, whose book Wall Street and Washington attracted 
nation-wide attention last year, brings to this study an absolutely 
unprejudiced mind and a fresh, vigorous style. He is not engaged in 
the banking business and is neither for nor against “unit” banking. 


In order to find out which type of bank is safest for the depositor; 
most profitable for the stockholder and most useful to its customers, 
he has divided all of the banks in the country into four distinct groups, 
representing the large city bank; the medium-sized city bank; the 
country bank in states where failures have been few; and the country 
bank in the so-called “distress areas” where failures have been numerous. 

He has gathered together the facts and figures on the operating and 
balance sheet experience of these groups. From them he has evolved 
tables and charts to show the reader how these various groups actually 
compare. From this information definite conclusions may be drawn. 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of BANKING CONCENTRATION IN THE 
UNITED STATES. I agree to remit $5.00 within five days or return the book. 
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BOOK REVIEWS AND NEW BOOKS 
Recent Announcements of Other Publishers 


THE FEDERAL RESERVE SYSTEM AND THE 
ConTROL OF CrepiT. By Walter Earl 
Spahr, Ph. D., Professor of Economics, 
New York University. New York: The 
Macmillan Company. $1.75. 


TuIs volume deals at length with the funda- 
mentals underlying the operations of the 
Federal Reserve System in exercising control 
of credit. The information it contains ren- 
ders the book a valuable contribution to bank- 
ing literature. 

Professor Spahr pays considerable atten- 
tion to the problem of stabilizing the price 
level through control of credit. As to this 
he says: 

“It seems safe to say that the predominant 
opinion of those persons competent to judge 
is in favor of attempting to stabilize the price 
level, and that one of the best means of 
securing this stabilization is through the con- 
trol of credit.” 

There will be many, among “those persons 
competent to judge,” who will take issue with 
this statement. 

As to the possibilities of stabilization by 
central banking systems, Professor Spahr 
points out: 

“Everyone should recognize that stabiliza- 
tion is possible only within certain limits. 
One striking limitation grows out of the fact 
that every important banking system of the 
world maintains a reserve structure against 
notes or deposits, or both, in conformity with 
either law or custom. The maintenance of 
reserves and the stabilization of the price 
levels are two principles that are largely in- 
compatible—a stabilization policy being work- 
able only within the limits of the surplus re- 
serves.” 

He adds “that very few of the organic 
acts creating central banking systems provide 
specifically for price level stabilization through 
credit control.” 

Probably this omission was not accidental. 
As the author himself says, “the Federal Re- 
serve Board has taken the position that it is 
not the function of the Reserve System to 
attempt to stabilize the price level.” Hap- 
pily efforts to compel the system to engage 
in this vain attempt have thus far failed. 


THE FiGHT FoR FINANCIAL SUPREMACY. By 


Paul Einzig. London: 
Limited. 7s. 6d. 


By using the word “fight” as a part of the 
title of his book, the author has given to his 
subject a dramatic interest rarely attaching 
to treatises on finance. This interest is main- 
tained by the text itself. For while the rivalry 
between New York and London for inter- 
national financial leadership is described in 
the mild terms befitting the pacific nature 
of the contest between these centers, a more 
belligerent phraseology is resorted to when 
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Dr. Einzig comes to deal with the financial 
aspirations of Paris. This change in tone is 
significant and must be ascribed to the cool- 
ness—not to say the frigidity—of the recent 
political relations between the two great coun- 
tries on the respective sides of the English 
Channel. Actually, it would seem, London 
has rather more to fear from the financial 
rivalry of New York than Paris, and there- 
fore the author might be expected to concen- 
trate upon us his heaviest fire. But he 
does not. 

The most important factors essential in de- 
ciding how far it is possible to establish a 
financial center in a given city are stated 
to be: 


(1) Ample capital resources available for 
lending abroad. 

(2) An adequate banking organization. 

(3) Freedom of the financial market. 

(4) An investing public willing to acquire 
and keep foreign securities. 

(5) A stable currency. 

(6) A good money market. 

(7) A good foreign exchange market. 


That London possesses more of these es- 
sentials of an international money market, 
and some others of first importance, than any 
other city may be freely conceded. As to 
the first of the factors mentioned, London 
at present is less favorably situated than 
either New York or Paris. But this relative 
inferiority in this respect is due to special 
circumstances probably of a temporary char’ 
acter. 

As to the second factor, London is far in 
the lead of other cities. For the purpose of 
an international financial center, the banking 
organization of that city is far ahead of New 
York and Paris. London also has the valued 
support of “an investing public willing to 
acquire and keep foreign securities,” a sup’ 
port conspicuously lacking in New York, il- 
lustrated by the comparatively recent closing 
here of the foreign security market and the 
employment of surplus funds in Wall Street. 
In regard to the fifth factor—a stable cur’ 
rency—the present position of the franc and 
dollar is superior to that of sterling. But 
Dr. Einzig thinks that this superiority, so far 
as it relates to the franc, is only temporary. 
He believes that, in the long run, the pound 
sterling will re-establish its predominance over 
the French currency. 

In addition to the factors mentioned above, 
it may be said, with no reflection on other 
countries, that the long and highly honorable 
tradition followed by England in maintain 
ing its credit under all circumstances has 
powerfully aided in keeping the world’s 
money center firmly established in London. 

It must not be inferred from what has 
been said of the author's attitude towar 
Paris that he shows hostility to that citys 
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SMALL LOAN DEPARTMENT 


By HOWARD HAINES 


Shows How This Department Can Be 
Operated Profitably 


It is a complete treatise on the organization and operation of 
a small loan department in a commercial bank, developed 
after personal study by the author of the 141 banks operat- 
ing such departments. 


It explains how small loans can be made a source 
of profit for the bank instead of an annoyance 
and loss; 


—tells how character and income form a basis 
for this type of loan; 


—gives in detail how to install a small loan 
department; how to develop business; how to 
pass on loan applications; how to collect pay- 
ments, ete. 


Send For It Today! 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of “The Small Loan Department.” 
I agree to remit $2.50 within five days or return the book. 


Name 
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aspiration to become an international financial 
center. He admits this aim is quite legiti- 
mate. Naturally, his views are somewhat 
colored by the long-continued outflow of gold 
from London to the French capital—a move- 
ment quite fully considered—but he treats of 
the French position, in the main, quite fully. 

While warmly defending the superior ad- 
vantages of London as an_ international 
financial center, the author expresses the be- 
lief that the true policy to be followed by 
the three cities is one of co-operation. He 
points out that such co-operation already 
exists between London and New York. Since 
his book was published, arrangements seem 
to have been made for a better agreement 
between the Bank of England and the Bank 
of France, thus removing grounds for the 
financial friction long existing between Lon- 
don and Paris. 

Dr. Einzig is thoroughly qualified to write 
on international finance, and in this volume 


he has not only written instructively, but en- 
tertainingly. 


EXCHANGE PRICES AND PRODUCTION IN 
Hyper-INFLATION: GERMANY, 1920-23. 
By Frank D. Graham, Professor of Eco- 
nomics in Princeton University. Princeton: 


Princeton University Press. $3.50. 
WHILE this is an exhaustive and technical 
study of the course of Germany's experience 
with currency inflation, and in the main of 
value to the financial specialist, it is far 
from being without interest to anyone in- 
terested in finance and economics. The very 
magnitude of the operations, and their spec- 
tacular and dramatic results, warrant this 
conclusion. Contrary to the general verdict 
as to the ill effects of inflation, Professor 
Graham finds that, on the whole, Germany 
gained from its inflationary spree. From this 
it must not be inferred that he is an advocate 
of inflation, for there were special circum- 
stances in this case which made the experi- 
ment profitable—circumstances hardly likely 
to be met with again. In summarizing the 
results of the inflation policy, Professor Gra- 
ham says: 

“One is inclined to shrink from drawing 
the seemingly inevitable conclusion that the 
depreciation of the currency, nationally con- 
sidered, was a benefit. The immense injus- 
tices consequent upon extreme depreciation 
are no doubt, in themselves, enough to damn 
the practice of inflation. Yet one would 
like to find a buttress for the policy of stable 
money in a demonstration that, just as in 
ethics, is also in the realm of economics. 
Abuse of the currency could work nothing 
but ill. The facts, however, lie the other way. 
It is true that such gains as accrued to the 
German economy were due to special factors 
which are unlikely to recur.” The author 
further says: “Even in the German case 
the gain may possibly have been apparent 
only.” 
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Professor Graham has made such a thom 
ough study of German finance that what 
has to say about reparations is of special i 
terest. He tells us that “Experience sing 
1924 has tended to show that, provided g 
rational method is pursued, the reparationg 
obligations now laid upon the Germans caw 
be met without serious difficulty. The ethic 
of reparations will always be an open ques 
tion, but on the possibility of payment ang 
transfer indisputable fact is laying an ardent. 
controversy quietly to sleep. Nor is there. 
any reason to suppose that the _ interest 
charges on the private debt obligations i 
curred by the Germans since 1924, or those 
which may hereafter be assumed, will obstruct 
the machinery of international finance. Oiled” 
with credit at appropriate times, and operated 
with some circumspection, that machine 
ery will function indefinitely under any) 
load likely to be put upon it by com) 
mercial transactions. No | transfer” 
problem has ever arisen out of com. 
mercial transactions in the past and th 
is no reason to believe that any such probe 
lem will appear in the future... . hat 
politics has in store is, however, an inscrutable” 
mystery. It can only be said that such 
financial difficulties as may occur will almost 
certainly arise from political rather than from: 
economic sources.” % 
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NEW BOOKS 


INVESTMENT; Forecasting Movements in e+ 
curity Prices, Technique of Trading 


Shares for Profit. By Lawrence Lee Bam) 
ley Angas. New York: MacMillan. $8.15, 


Procress AND PLENTY. By William Tre 
fant Foster and Waddill Catchings. Bow 
ton: Houghton. $2.15. Two-minute 
talks on the economics of prosperity selec H 
from five hundred daily essays on timely 
topics that were published during 1929) 
and 1930 in newspapers all over the world, 


Business INsuRANCE. By Leon Gibb t 
Simon. Cincinnati: Insurance Book Houses 
$3.15. 


UNDERSTANDING THE STOCK MARKET; 
handbook for the investor. By Allis 
Cragg. New edition. Garden City, N. 
Garden City Publishing Company. $1.1 


Looxinc AHEAD WITH COMMON STOCKS 
By Pierre R. Bretey. New York: Wet 
Market Bur. $3.15. Statistical analy as 
of the industries represented by commom 
stocks in which there is active tradin y 
with definite reasoned recommendations ! 
buying or avoiding specific stocks. 
cludes an index of stocks mentioned. 

ProFIts OF THE NATIONAL BANKS. re 
Keith Powlison. Boston: Badger. $2.1%% 
An economic study of national bank operat 
tions in recent years. 
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